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Modern Problems of Law 
Enforcement 


By J. EDGAR HOOVER, Director, Federal Bureau of Investigation, United States Department of Justice 
Before the Convention of the International Association of Chiefs of Police at Atlantic City, 
New Jersey, July 9, 1935. 


AY I say with a great deal of pardonable pride 
that I look forward, throughout the year, to this 
appearance which I annually make before the 

International Association of Chiefs of Police. When mu-— 
tual problems arise, I feel that I can save discussion of them 

for such a time as this and talk over these difficulties with 

men who themselves are familiar with such obstacles. In 

doing so, | know that I need make no lengthy explanations 

for a proper basis of understanding. I know that we stand 

upon a common ground. I know that I speak to my own 
people. 

Therefore, this is not a speech. It is a discussion at a 
stated meeting place where men of experience get together 
to make use of that experience; a straight-from-the shoulder 
facing of facts as we know they must be faced. Here, at 
this meeting, a criminal is understood to be a criminal, 
with a gun in his hand and murder in his heart. It is not 
necessary here, in discussing what shall be done with that 
human rat, to persuade some altruistic soul that he is not 
a victim of environment or circumstances or inhibitions of 
malformed consciousness, to be reformed by a few kind 
words, a pat on the cheek and freedom at the earliest pos- 
sible moment. 

I feel that here I am bulwarked among friends, all of us 
sworn to stand against a group of dangerous enemies, who 


consistently attack efficient law-enforcement. So that there 
be no misunderstanding, let me list those enemies, call them 
by name: they are the criminals themselves and their friends 
and allies who are engaged of their own free will in the 
business of attempting to make crime pay. ‘They are the 
shyster lawyers and other legal vermin who consort with 
criminals, guide them in their nefarious acts, hide them 
away after the crime is committed, use the blood money of 
law-breaking to bribe witnesses, dissemble evidence, and 
when possible, convert the judge and jury to a miscarriage 
of justice. 

Beyond this, there is the legal shyster in law-making 
who, in meetings of bar associations and legislatures, cries 
out against every statute which aids the law-enforcement 
officer and works with fanatical zeal for laws which will 
hamper him. He orates loudly and blatantly upon the pres- 
ervation of the constitutional rights of the criminal jackal 
and totally ignores the sacred and human rights of honest 
citizens. He is backed by the politician, crooked and other- 
wise, who is willing to trade the property, the well-being, 
the security and even the lives of law-abiding persons for 
ballots spawned in prison cells, and the support of gutter 
scum. The bullets of the underworld are today poisoned 
by the verdigris of politics. The law-enforcement officer 
who seeks to do his duty has no weapon which can combat 
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this venom, once it has been allowed to spread through the 
arteries of a community; there is no armor which can turn 
its vicious penetration. 

Indeed, it would seem that such enemies were numerous 
enough and deadly enough without the addition of even 
a vaster army of antagonists. But there are more, and 
they are the ones who today form the greatest handicaps 
of all in the field of law-enforcement. I refer to the sob- 
sisters, the intruders, the uninformed and _ misinformed 
know-it-alls, the sentimentalists and the alleged criminolo- 
gists who believe that the individual is greater than society, 
that because any criminal can display or simulate even the 
slightest evidence of ordinary conduct, then indeed he must 
be a persecuted being, entitled to be sent forth anew into 
the world to again rob and plunder and murder. Why is 
it that these sentimentalists never think of the human wreck- 
age left in the paths of such marauders? Why do they 
weep over the murderer and remain dry-eyed at the thought 
of his slaughtered victim? Why must a man be thought 
good merely because he says he is good, when the facts of 
his career point to a constant succession of acts antagonistic 
to the peace and well-being of a community? I refer to 
the countless thousands of unregenerate criminals who, 
through the subversive acts of convict lovers, have been 
turned loose to prey anew upon communities often defense- 
less because the law-enforcement machinery has been lulled 
into the belief that these men were still in prison when in 
truth they have been secretly released to again go forth upon 
a new series of depredations. 

The time has come when we must look upon all per- 
sons who designedly or otherwise help the criminal as being 
enemies to society. There can be no middle ground. The sob- 
sister who weeps over a kidnaper, and who through a desire 
for notoriety influences public opinion in favor of mercy for 
that foul body snatcher, is to my mind little better than the 
persons who must be punished for having aided, abetted or 
harbored him. The fuss-budget busy-body who spends his 
or her time, for purposes of aggrandizement and a name 
as a philanthropist, in reducing the already too-short sen- 
tences of rapists, murders, kidnapers, and other outlaws, 
interferes seriously with the proper procedure of justice. The 
shyster who passes laws for the good of the criminal is no 
better than his professional brother who hides that criminal ; 
the politician who stuffs his parasitical being upon the fruits 
of underworld votes is as much a type of vermin as the 
scum which casts its ballots according to his dictation. The 
time has come for all of us to look upon them for what they 
are—enemies to our cause and enemies to society. 

To fight this concerted group entails a tremendous job 
—that of absolute and unflinching cooperation, not only 
between law-enforcement bodies, but within those bodies. 
The greatest ally of the criminally-minded is looseness of 
method, bickering between enforcement agencies, jealousies 
within organizations. Let us remember this; let us work 
toward the end that after all we are an army of many 
segments, but with one goal; the protection of society and 
of ourselves. 

For that reason, I like to think of the Federal Bureau 
of Investigation of the United States Department of Justice 
not only as an arm of the United States Government, but 
as an agency, maintained by and for each and every state, 


every county, every cross-road. There has been much pub- 
licity recently about the so-called “G Men”. Naturally 
our Bureau is proud of certain achievements. However, 
allow me to say that the results obtained could not have 
been realized without the whole-hearted and thorough co- 
operation of law-enforcement agencies spread throughout 
the length and breadth of America. To all of you, I 
therefore express my deep gratitude and my pride that with 
the steady growth of cooperation between the enforcement 
arms of hamlet, village, city, nation, and state, there appears 
upon the horizon a glow of hope, pointing to the day when 
again the majesty of the law shall be truly majestic, and 
the criminal reduced to the sub-stratum where he right- 
fully belongs. May I add that in the Federal Bureau of 
Investigation, it has been found that while crime does not 
pay, there are huge rewards in the relentless pursuit, ap- 
prehension, and punishment of criminals. During the past 
year, of all persons brought to trial through the investi- 
gative efforts of the Federal Bureau of Investigation, con- 
victions were obtained in 94% of the cases. The cost of 
the Bureau for the fiscal year recently ended was approxi- 
mately $4,680,000. During this time, it effected recoveries 
of property and otherwise saved the taxpayers of America 
more than $38,000,000. For every dollar which went into 
crime-chasing, more than eight dollars was brought in. The 
same sort of record can be made by any other law-enforce- 
ment agency of America which is allowed to concentrate 
upon crime, aided by every known practical and scientific 
method, plus freedom from influence and the degrading, 
disrupting burden of politics. 

Only a short time ago, the Identification Division of 
the Federal Bureau of Investigation received its five mil- 
lionth fingerprint record. Here is the greatest repository 
of factual criminal data in history, built through cooperation. 
It is not something which belongs alone to the Department 
of Justice. We are merely the custodians. It is your in- 
formation bureau; you are the ones who built it to its pres- 
ent size and scope. Your officers risk their lives to arrest 
the more than 3,000 criminals whose fingerprint records are 
received daily in this great collection, which represents 
America’s Public Enemies. 

It is indeed cooperation when the law-enforcement 
bodies of the world can band together upon a common 
basis of action which steadily, day after day and month 
after month, brings about the identification of 50 per cent 
of all persons arrested as having previous criminal records, 
and actually resulted in the past year in the location of 
4,403 fugitives; 12 times a day somewhere in the United 
States some furtive law-breaker is stripped of his aliases 
and revealed as a wanted felon because the law-enforcement 
bodies of the country have built up in Washington the 
greatest crook-catching device in the history of crime. Daily 
the fear of this Division grows in the minds of the crim- 
inal; he knows that here are witnesses who cannot be bribed, 
intimidated or done away with. Even the agonies endured 
by such men as Dillinger in attempting to alter their finger 
tips, or those of the members of the Barker-Karpis gang 
who resorted to the actual slashing away of portions of 
their fingers have been found unavailing against the sci- 
entific manner in which fingerprint identification has been 
built up through your aid. 
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Likewise, the facilities of the Crime Laboratory of the 
Federal Bureau of Investigation, which was established in 
You are the men who furnish the evi- 
dence upon which to work; you are the men for whom 
this Laboratory was conceived and built. The greater use 
vou make of it, the greater will be its ability to aid and 
detect and apprehend. 


1932, are yours. 


Thus goes the story of the entire Federal Bureau of 
Investigation. It is not a mere law-enforcement body. It 
is an institution entrusted with the task of giving aid to 
crime prevention, to detection and apprehension everywhere. 
very growth of investigative methods conceived here is 
yours for the asking. The aim of the Bureau is constantly 
centered upon the belief that no one unit of apprehension 
and detection can be self-sufficient. The effort must be 
a concerted one; the idea incessantly in view that crime no 
longer is local, but nationalized and that nationalized meth- 
ods are necessary to combat it. 


' 


Even the recent laws which have widened the powers 
of the Federal Bureau of Investigation were initiated, not 
with the idea of usurping power from local agencies, but 
with the idea of giving aid to them. To this end, no man 
in America deserves higher praise for his steady and con- 
scientious efforts in the interests of law-enforcement than 
the Honorable Homer S. Cummings, Attorney General of 
the United States. It was through his genius and hard work 
that recent laws were devised and carried through to passage 
by Congress, centralizing effort in certain types of crimes 
which, through the growth of swift transportation, were 
becoming burdensome to local agencies. Through his un- 
failing interest and his vision, it has been possible to build 
up the Federal Bureau of Investigation from a purely in- 
vestigative agency toa militant one. It was he who brought 
about the condition of fear which now rules the under- 
world, the man who made it possible for the Federal Bureau 
of Investigation to obtain the arms, the ammunition and 
the type of trained personnel to carry on a battle to the 
death, if necessary. That it has been successful is attested 
by the tombstone names of Wilbur Underhill; John Dil- 
linger; Fred and Ma Barker; Russell Gibson, the kidnaper ; 
“Pretty Boy’ Floyd; “Baby Face’ Nelson, and others. 


The Attorney General’s motivating idea throughout 
this entire plan of action has been that of useful cooperation 
with local law-enforcement agencies—in other words, to 
provide the most highly centralized agency possible, which 
acts as a coordinating agent for the police bodies of the 
nation. In this connection, I feel sure that you all will 
agree with me that cooperation is as necessary from one 
side as it is from the other. With that cooperation func- 
tioning perfectly, marvelous results can be achieved; it has 
been through such close coordination that the Department 
of Justice, since the passing of the Lindbergh kidnaping 
Statute in 1932 has been able to solve everv one of the 50 
cases brought to its attention, resulting in the conviction of 
117 persons and the holding in custody of 22 more now 


awaiting trial. Sentences totaling 1,760 years have been 


assessed in addition to 24 life sentences, 4 death sentences, 
three culprits who committed suicide, three who died by mur- 
der at the hands of their gang members and four who learned 
that vou cannot bribe a bullet and who fell before the guns 





of fearless law-enforcement officers of Federal and local gov- 
ernments. 


The record of extortion prosecutions is equally im- 
posing, while that of the protection of National Banks shows 
that since the passing of the law in March, 1934, making 
it a Federal crime to rob a National Bank or member bank 
of the Federal Reserve system, the number of bank rob- 
beries of this type dropped from 16 per month to 4 per 
month. This does not mean that the Federal Bureau of 
Investigation performed a super-human task where others 
had failed. It does mean, however, that this Bureau was 
able to take the place of a central activating agency, co- 
operating with local agencies for the purpose of destroying 
the urge to rob banks. There are at present 65 persons in 
custody awaiting prosecutive action for this violation of law; 
69 others have been convicted, 3 for life and the others to 
terms totaling more than 1,616 years. Only one person 
has been acquitted. More than $125,000 in stolen money 
has been recovered. That all this was done in close coop- 
eration with local officers is best evidenced by the fact that 
state trials have brought convictions to 24 persons, two of 
the sentences being for life; and seven bank robbers were 
killed by state officers. 

Thus with cooperation becoming something vastly more 
practical than a mere theory, we are concerned with what 
can and must be done through that cooperation. You long 
ago have learned the usefulness of the Identification Divi- 
sion; the same field of aid lies before you in the Crime 
Laboratory. Here there are scientists and experts who are 
interested only in learning the truth. The testimony of a 
Crime Laboratory expert is unbiased; he has no personal 
interest in a case, and he is not in the business of testifying 
for money. To convict the guilty and acquit the innocent 
is his task; nothing can swerve him from that goal. 

With the growth of scientific detection, the burden of 
laboratory work upon law-enforcement agencies daily grows 
greater. Likewise, there also increases the danger that com- 
mercial “crime laboratories” will more and more enter the 
picture of detection and apprehension, bringing about a 
repetition of the difficulties often experienced by expert 
testimony where evidence is given for hire. The Federal 
Bureau of Investigation Crime Laboratory does away with 
this danger. It is yours. Make the fullest use of it. There 
are no fees, no honorariums. The reward comes in sending 
a criminal to prison or an innocent man to freedom. 

Our training methods are yours—we welcome their 
adoption in the law-enforcement bodies of the nation. There 
is nothing secret about the manner in which the Federal 
Bureau of Investigation works. Its formula is a simple 
one—intensive training, highly efficient and carefully inves- 
tigated personnel, rigid requirements in education, conduct, 
intelligence, ability to concentrate, alertness, zeal and loy- 
alty, plus careful schooling in which we do our utmost to 
make every man to a degree self-sufficient. He must be a 
good marksman and have the courage to shoot it out with 
the most venomous of public enemies. He must know how 
to take fingerprints and what to do with them afterward. 
He must learn that no clue, no matter how seemingly unim- 
portant, can be overlooked. He must have constantly before 
him the fact that science is a bulwark of criminal investi- 
gation and neglect no avenue toward this. end. And he must 
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realize that no case ever ends for the Federal Bureau of 
Investigation until it has been solved and closed by the con- 
viction of the guilty or the acquittal of the innocent. 


Therefore, we are shortly embarking upon an experi- 
ment for which I have great hopes—the installation of a 
Police Training School in the Federal Bureau of Invest- 
gation. With the opening date set for July 29th, and with 
the beginning to be made on a limited scale until we have 
passed the experimental stage, the Attorney General hopes 
to provide in this Police Training School a university of 
police methods which. may make the Bureau’s most success- 
ful methods a part of the regulation police procedure in 
every part of the United States. 

Selected police officials from State and local units may 
here receive a complete three months course of intensive 
study in the technique of modern law-enforcement. Natu- 
rally the vast resources of the Federal Bureau of Investi- 
gation will be thrown wide to them, but beyond this, there 
shall be employed the services of outstanding men from 
universities, the field of criminology and from police de- 
partments themselves. 

There will be courses in fingerprinting, in the workings 
of the Crime Laboratory; practical field problems shall be 
studied, methods of attack, of surveillance, of gathering, 
preserving, and presenting evidence. The gun range of the 
United States Marine Corps at Quantico, Virginia, will 
be used for firearms training, the use of tear gas, riot guns, 
and machine guns. There will be practice in firing from 
speeding automobiles, and under conditions simulating those 
of actual battle. 

Beyond this, the local problems of the police official 
will be thoroughly covered. There will be lectures on 
trafic control, on patrolling, report writing, court pro- 
cedure, preparation of cases and giving of evidence. The 
visiting officials will be taught something of crime motiva- 
tion, of neighborhood problems and of public relations. 
Police equipment will be lectured upon in all its branches 
—it is our aim to present in this Police Training School 
the answer to every problem which can arise in Federal, 
State, or Local law-enforcement work. The course is free, 
police officers in attendance paying only their transportation 
and subsistence costs. 

Our hope, of course, is that the men who undergo this 
course will return to their various communities equipped 
to spread their information among their departments; in 
other words to be missionaries from this university for a 
more advanced attack upon the crime problems of today. 
And I believe that one enlightening bit of study will be 
that portion of the course which treats of secrecy in the 
successful pursuit and apprehension of today’s criminals. 
Through the employment of the non-publicized methods of 
investigative technique the Federal Bureau of Investigation 
has achieved some of its most successful results. 

This is especially true in kidnaping cases and others 
where the life or welfare of innocent persons is at stake, 
or where publicity may endanger the lives of local or Fed- 
eral officers. Secrecy is the most hated word in the life of 
an outlaw. His best friends are those newspapers which, 
in their avidity to fulfill the ill-considered public desire for 
information, seek to publish every possible fact concerning 


an investigation. Time and again we all have seen efforts 


at important captures fail simply for the reason that a crim- 
inal bought a newspaper of this type and learned of the 
detailed plans to effect his apprehension. 

We must give more attention to this need of secrecy. 
We must realize, after all, our job is to capture criminals 
and not to make our efforts a running, day-by-day recital 
either of our methods, or actions, or aims or plans. 

The impression may have been created by persons with 
an ax to grind that the Federal Bureau of Investigation 
desires to seize the glory of criminal-catching. To that I 
answer that this Bureau is in the business of catching crooks 
—and that this is our sole business. No one knows better 
than we that the local police, where there is not inefficiency, 
corruption or headline hunters, is as deeply and seriously 
concerned with a crime as ourselves. It is to our interest 
and to the interest of all that recognition of local assistance 
be fair and just and honest. Therefore, it is my request that 
when you gentlemen who control the law-enforcement agen- 
cies of the nation feel that you have justification to question 
why certain tactics are used by the Bureau in some case 
which arises in your locality, you talk to me personally 
about it. I am at your service and am only so far away as 
a telephone connection. Whether you be to the south, the 
north, the east or west, telephone me. The number is 
National 7117, Washington, D. C. Let us talk upon a com- 
mon basis about something in which we are jointly inter- 
ested, the catching of the criminal. The Federal Bureau of 
Investigation, I again repeat, is your agency, your clearing 
house. It should be as much a clearing horse of ideas as 
of actions. 

I have mentioned that our common basis is that of 
catching the criminal. It goes farther than that. Our com- 
mon basis is the public welfare, and to that end we must 
work in closest harmony. If I may suggest, there are cer- 
tain goals which lie along the road, and to which we should 
dedicate our most earnest efforts. 

One is, of course, the outlawing of politics in all mat- 
ters concerning the criminal. There should be determined 
fights on the part of law-enforcement bodies when some shy- 
ster legislator brings before a law-making body any statute 
which will further the interest of the criminal or make his 
apprehension and punishment more difficult. Law-enforce- 
ment is in a fighting mood and it must remain militant. 
When politics seeks to stay its hands by reduced appropria- 
tions, by red tape, by enforced appointments, I feel that the 
official who makes a fight against it will have the support 
of the public. Certainly, this is true of the official who 
is brave enough to do what many members of the legal 
profession seemingly are afraid to do—I mean, to make a 
determined effort to rid the communities of America of 
that filthy parasite of crime, the conniving, plotting, crime- 
aiding criminal attorney. We in law-enforcement have 
given the legal profession of America many warnings and 
numerous opportunities to clean house. These warnings 
in many cases have been disregarded and the opportunities 
have been flouted. 

The successful prosecution of B. B. Laska, the Denver 
attorney, recently convicted of having aided the kidnapers 
of Charles F. Urschel of Oklahoma, and the equally suc- 
cessful proceedings against Louis M. Piquett, politician-law- 
ver of Chicago, convicted of having harbored and abetted 
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a member of the Dillinger gang, are evidences of what is 
to come in this regard. Here and now, for the benefit of 
crooked attorneys everywhere, I give them warning that the 
Federal Bureau of Investigation, whenever it receives the 
slightest bit of evidence tending to show that these criminal- 
allies have sought to traduce justice through planning, plot- 
ting or aiding in crimes, or by bribery, intimidation of 
witnesses or other unlawful means, will follow such evidence 
down to the final shred. The Department of Justice has 
already placed a number of attorneys-criminal where they 
belong. It intends to add to that list considerably. 

There also is much work to be done in the field of 
civil finger-printing. Already many good citizens of America 
have evinced interest in the efforts of forward-looking 
citizens to establish as large a civilian, non-criminal file as 
possible. It is a task of education in which I feel we should 
join for the good of society—certainly there could be no 
more interesting program for local civic organizations than 
a talk by your fingerprint expert upon fingerprinting in 
general and the advantages ef contributing to the civilian file. 

‘The number of persons who disappear each year, for 
instance, is amazing. In Los Angeles County alone last 
year, 100 amnesia victims could not be identified and were 
committed to various institutions as nameless, helpless, 
friendless persons. If their fingerprints had been on file 
in Washington, identification would have been almost im- 
mediate. The potter’s fields of the country yearly receive 
hundreds of bodies of the so-called unknown dead. The 
term is incorrect—somewhere someone knows them, some- 
one searches for them, someone loves them. They are the un- 
identified dead, often condemned to pauper burial merely 
because the marks of their fingers are not upon a pasteboard 
card. The criminal can be identified ; the honest man cannot, 
thus thousands annually wander about the country afflicted by 
loss of memory; children disappear and are lost forever, 
daughters are lured from home to sink in disgrace because 
they are ashamed or fear to return when a welcome forgive- 
ness awaits them. Much of this can be prevented by civil 
fingerprinting. Let us tell this story whenever possible. Let 
us point out the benefits to humanity of a central identification 
bureau where the deposition of fingerprints is the mark of 
Let us show the benefits in business, in 
safety of travel, in rescue during times of illness or loss of 
1 believe the public will welcome it—and every 


an honest man. 


memory. 
effort exerted along this line means a lessening in the tre- 
mendous task which enforcement agencies must shoulder in 
the daily hunt for thousands upon thousands of missing 
persons. More than five thousand a vear disappear from 
Philadelphia, for instance ; three thousand from Los Angeles; 
a thousand from Portland, Oregon; twenty-two hundred 
from San Francisco; thirteen thousand from New York; 
four thousand from St. Louis—other cities and towns range 


‘in proportion. Large numbers of them are found, of course, 


but only after arduous effort that would be reduced by a 
great percentage if the law-enforcement official had as his 
ally a set of identifying fingerprints on file in Washington. 

Another problem of grave concern to us all is the ever- 
recurring one dealing with the extension of various forms of 
clemency to the criminal. No one in this assemblage, I 
feel sure, will scoff at the theory of parole and of rehabili- 


tation. I said theory, not practice. There is a vast dif- 


ference. The theory is beautiful. The practice approaches 
a national scandal. 

It seems inconceivable that the people of America 
should be taxed the millions upon millions of dollars which 
they must annually pay for police, state constabularies, 
Federal enforcement bureaus, courts, penal institutions and 
the like, only to have this expense become a mockery. It 
seems impossible that in an enlightened nation, brave officers 
should be asked to face desperate criminals, to endure dan- 
ger, injury and even loss of life that those criminals be 
captured, only to see them turned loose to again resume 
their predatory careers. It seems unjust that the brave 
men of the Federal Bureau of Investigation must face their 
daily dangers, giving loyally of their years and sometimes 
of their life blood, unprotected by insurance, retirement 
pay or adequate pensions for their widows if they fall on 
the field of battle, while throughout America, millions of 
dollars are being squandered because of ill-considered, ig- 
norant, or politically-controlled parole and clemency actions 
which release dangerous men and women to prey upon so- 
ciety. 

Parole and clemency advocates who love to talk of the 
beauties of “‘restricted liberty” as they like to call it, 
say that we have no parole problem. They say we point to 
isolated cases. Let them prove it. Let them show by case 
records where hardened criminals have been reformed after 
three and four and even five paroles, during which time they 
have been returned for new crimes. 

Strangely enough, in spite of the foregoing remarks, 
I am an advocate of parole, the right kind of parole. I 
believe that parole was originated to give the first offender a 
chance to reform and rehabilitate himself. I believe that any 
man convicted of a crime should, if he displays reasonable 
desire to do so and providing his crime be not heinous, be 
given a chance to face the world anew. But when convicts 
with extensive records for offenses against society are turned 
out of prison cells for no other apparent reason than that 
they have asked for it, or that they have conducted them- 
selves according to the rules of the prison, then there is 
something wrong with America. 

How can these state parole and pardon systems justify 
their actions when there are certain states which will not 
make the effort necessary to return parole violators, once 
those renegades have crossed the state line? It is apparent 
that there is throughout the entire nation a woeful and, in 
some cases, absolute lack of any effort to find out what the 
paroled man does after he leaves prison. All this makes for 
a ghastly farce and no one knows it better than we who are 
entrusted with the safeguarding of society. 

I repeat that this is a time when law-enforcement must 
fight for its right to conquer the criminal world. To do 
this, it must combat the aids by which crime flourishes—easy 
parole, easy commutation, easy probation from sob-sister 
judges, and above all that monumental fake which has too 
long been perpetrated upon the American public—the prison 
sentence which says one thing and means another. There 
must be a campaign of education to teach the man in the 
street that he should not be lulled to peaceful acquiescence 
when a judge sentences a man to jail for twenty years, know- 
ing full well that he will be out in five. The American cit- 
izen must be taught that prison sentences today are largely a 
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matter of division and subtraction. The criminal knows it. 
He realizes only too well that scavenger legislative lawyers 
and soppy sentimentalists have tricked the statutes until 
today, granted that the criminal has brains enough to stim- 
ulate good behavior and a desire to rebuild, this would mean 
that the maximum time this man will spend in prison is one- 
third of his sentence. Often it is not even that. I have in 
mind the cases of two criminals, well-known gangsters, rob- 
bers, payroll hold-up men and sufficiently dangerous to be 
listed in the single fingerprint section of the Federal Bureau 
of Investigation. For their many crimes these men were 
sentenced respectively to 105 years and 145 years in prison. 
One escaped from a chain gang five times; the other escaped 
three. Both were freed within six years and in the space of 
a few months had committed: new crimes including the rob- 
bery of a National Bank. 

The average murderer spends ten years behind bars and 
murder is supposed to be our greatest crime. Such procedure 
amounts to little more than subterfuge; law can have little 
majesty under such conditions. Let the public know the 
truth and I believe public opinion will rise to a point where 
sentimentalists, crooks, sob-sisters and convict lovers will be 
forced to give society a chance by sending prisoners to jail 
for the full amount of time they deserve to serve. 

Thus we come to a discussion of what is justice. Late 
in May, a young boy was kidnaped in a Pacific Coast city. 
He was stolen from a school yard, forced into an auto- 
mobile, held a prisoner in a pit and bound in chains. Then 
he was dragged about the country cramped into the rear 
trunk of an automobile, after which he was incarcerated in a 
closet for days while his abductors wrung from the dis- 
traught parents the sum of two hundred thousand dollars. 
At last the money was paid and the boy, his life forever 
shadowed by his inhuman treatment, returned to his home. 

That homecoming was perhaps the most heart-rending 
event in the knowledge of the seventy or more experienced 
journalists and law-enforcement officials who were present. 
The curly-haired boy, cheerful in spite of his suffering, came 
out upon the lawn to meet these men and women, all of 
whom were veterans. They had seen train wrecks, floods, 
loss of life in accident and shipwreck; many had witnessed 





They thought they were hard boiled. Yet, as 
they viewed this young fellow, striving bravely to forget the 
ordeal through which he had passed, fighting like the fine, 
stalwart American boy that he is, to face life and win, de- 
spite this gaunt shadow which had crossed his path, there 
was not an eye which remained dry, not a throat unchoked, 


executions. 


not a voice which failed to tremble. The fiends who had 


taken this youth, who had dared to blight a lustrous young 


life for the sake of blood money would be adequately pun- 
ished, they knew. Regrets were expressed that they could 
not be hung. 

The Federal Bureau of Investigation began a hunt for 
these kidnapers. In the meantime, however, another search 
bore fruit, the chase to round up the last of the kidnapers 
of Edward G. Bremer in St. Paul. Volney Davis, a mem- 
ber of the Barker-Karpis gang was captured. He pleaded 
guilty—and was sentenced to life imprisonment. His crime 
had been participation in the stealing of an adult. 

In the case of the young boy, Harmon M. Waley was 
arrested as one of the kidnapers. The arrest revealed that 
Waley had been a consistent violator of the law since the age 
of sixteen. He had been paroled not once but several times, 
only to violate his parole or commit new crimes. In fact, 
his parole history was so flagrant that the President of the 
United States demanded an investigation. 

This foul body-snatcher, Waley, had imperiled the life 
of a fine young boy. He had helped to extract a fortune 
from parents who had been forced into debt to pay the ran- 
som. He had deliberately, maliciously and fiendishly com- 
mitted the worst crime the human brain can conceive. Yet 
his sentence was for but forty-five years, a term often equaled 
in bank robbery cases. 

Again I repeat that prison sentences are not sentences 
but problems in division and subtraction. Within fifteen 
years, Harmon Metz Waley will be eligible for parole, his 
debt served for having stolen an innocent, defenseless child. 
Meanwhile Volney Davis, unless he also meets some munific- 
ent mercy, will have only begun to serve out that long life 
sentence for the stealing of an adult. Therefore I ask, not in 
a spirit of criticism, of course, but merely from a standpoint 
of bewildered curiosity, what and where is justice? 


Crime Prevention 


By SHELDON GLUECK, Professor of Criminology at Harvard Law School 


Delivered at the 1935 Annual Meeting of the Big Brother and Big Sister Federation, Inc., New York City 


R. CHAIRMAN, ladies and gentlemen: I have 
M been assigned the ambitious topic of a nation-wide 
plan for the prevention of crime. To do justice 
to such a subject would require an entire series of lectures. 
But this is a time of plans and planning and I may perhaps 
be pardoned, therefore, if despite the brevity of my address, 
I hazard a few suggestions that seem to flow from recent 
researches and long reflection on the problem of crime. 
To know what to do about delinquency and crime, we 
should know something about delinquents and criminals and 
the milieu that tends to produce them. Without going into 





unnecessary detail, or burdening you with statistics, let me 
therefore at the outset briefly review the chief characteristics 
of offenders against the law as indicated by recent intensive 
researches. As you will see, the general picture is most dis- 
heartening. 

First, from what kind of families do delinquents and 
criminals typically come? The evidence shows a substantial 
percentage of the parents, brothers and sisters of delinquents 
and criminals to be mentally defective, mentally diseased or 
of other unhealthy mental condition. Without knowing the 
exact incidence of such conditions in the non-criminal popula- 
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tion, and without passing judgment on the possible hereditary 
influences involved, the presence of mental defect or disorder 
in many of the families of offenders may reasonably be 
assumed to have been deleterious to the rearing of children, 
a fact not infrequently illustrated by studies of individual 
criminal careers. 

As a rule the parents of delinquents are markedly illiter- 
ate. Recent studies show that from a half to three-fourths 
of the families of juvenile delinquents and adult offenders 
have had no formal schooling. Where comparisons with the 
non-criminal population have been made, this was found to 
be a substantially higher incidence of illiteracy than exists in 
the general populace. 

As might be expected from the poor mentality and high 
illiteracy, unwise oversight of the children is exceedingly 
common in the families from which delinquents and criminals 
usually come. Frequently, the children are neglected or the 
parents quarrel with them. In the great majority of cases 
discipline is extremely erratic, or too lax or unduly repressive 
and fear-inspiring. One possible source of friction in such 
families is the abnormally high incidence of native-born chil- 
dren whose parents were born abroad. With differences in 
background, it is natural to have some conflict of cultural 
and ethical standards between the American-born younger 
veneration and the foreign-born older. 

Not only parent-child relations, but those between the 
spouses themselves are markedly poor in families which usu- 
ally give us delinquents and criminals. Separation, desertion 
or divorce is frequently found, and in many instances the 
parents are obviously incompatible. It is quite common to 
find an unduly high incidence of broken or distorted homes 
among delinquent and criminal families. Moreover, to a 
marked degree these broken homes occur during the pubertal 
and adolescent years of the children, when they most need 
the protection and guidance of a healthy, integrated family. 

Even where homes are not definitely broken through 
death, desertion, divorce, separation or other reasons, a fre- 
quent condition in the households of delinquents and crim- 
inals is inebriety, immorality or criminality on the part of 
their parents or near relatives. In fact, in many of the homes 
of delinquents, criminality and vice on the part of more than 
one member are so common as to amount almost to a tribal 
tradition. 

Most serious of all, however, is the economic status of 
the parents of delinquents and criminals. The vast propor- 
tion of the homes are chronically poverty-stricken or at best 
in but marginal economic circumstances, the families living 
on daily earnings and accumulating little or nothing for the 
many rainy days they experience even in the most favorable 
economic times. Typically, they are the clients of various 
relief and charitable organizations; typically the fathers are 
unskilled and irregular workers, many of them unemploy- 
able; quite typically, the mothers are forced to work outside 
the home in order to supplement the meagre family income, 
thereby neglecting the children; more frequently than in the 
general population the boys in such families withdraw from 
school at an early age to engage in hazardous street or fac- 
tory trades for the few dollars they can add to the family 
purse. 

As might be expected from such a background, the 
homes of delinquents are not wholesome places for the rear- 


ing of children. Dirty, crowded, poorly-ventilated, unat- 
tractive, they are set in most unfavorable neighborhoods. 
The great majority of them are slum areas, regions full of 
corrupting influences and containing few facilities for healthy 
use of leisure. 

To summarize, substantial proportions of delinquents 
and criminals come from families and homes that biologically 
and sociologically are unwholesome. It is impossible to state 
definitely, as yet, whether like proportions of the general 
population who somehow do not become delinquent or crim- 
inal are equally handicapped; because reliable comparative 
data on many of the points discussed are as yet not available. 
But it may reasonably be inferred that many of the evil con- 
ditions noted do not exist to as great extent among the non- 
criminal population. And even if they did, the unfavorable 
family and home background of potential and actual delin- 
quents and criminals would still have to be taken into ac- 
count in any fundamental preventive program. 

What now of delinquents and criminals themselves? 
Substantial proportions of them are only in fair, if not in 
poor, physical health. As a class, they have a higher in- 
cidence of mental deficiency than non-criminal groups with 
whom they have been compared. Psychiatric study discloses 
that delinquent and criminal groups contain appreciable per- 
centages of persons of borderline mental disorder or emo- 
tional instability. 

Like their parents, delinquents and criminals are well 
below the average in educational equipment, many leaving 
school before completing the grammar grades, some for eco- 
nomic reasons others because of inability to do the work of 
the higher grades. Not only in these respects, but in school 
retardation, delinquents and criminals are abnormal when 
compared with the general school-boy population, having 
many times the expected percentage of retardation. 

As might be expected, delinquents and criminals are not 
among the more successful in industry and economic achieve- 
ment. Like their fathers they are largely irregular, low- 
waged workers in unskilled occupations. They are boys 
and youths who, during the years of puberty and adolescence, 
are thrown among the hazards of street employments where 
the development of anti-social attitudes and cultural tradi- 
tions is to be expected and where early peccadillos quite 
naturally lead to more serious offenses—gambling, petty 
theft, unhealthy sex practices—and finally, to dangerous 
crimes such as burglaries and armed robberies. 

Forced or choosing to begin work at a very early age in 
the modern highly industrialized city, such youths hardly 
ever make any planful industrial adjustment. They rarely 
receive even rudimentary vocational guidance. Even in more 
normal economic times they drift from pillar to post without 
definite or enduring aim, with little opportunity and desire 
to rise by legitimate means from the great army of un- 
skilled, inefficient, unstable, unorganized classes, to the more 
steady and capable. 

At the same time, these young men see and hear of 
wealth all about them; and many engage in property crimes 
as a short-cut to the acquisition of those things that to them 
seem to be so easily acquired by others. In a land where 
“everyone has a chance to become a millionaire,” it is natural 
for many to reach out familarly for the good things about 
them. Their early offenses may be merely youthful ad- 
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ventures, but as they mature without the capacity, habit, or 
opportunity for legitimate work, their misconduct is likely to 
crystallize into patterns of economically-motivated aggres- 
sions. 

What are the spare-time activities of such delinquents 
and criminals? ‘The question is important because during 
their formative years children have an abundance of energy 
which, if not guided into wholesome recreational channels, 
will spill over into harmful pursuits. The vast majority of 
delinquents and criminals use their spare time harmfully in 
such recreational outlets as frequenting the streets, gambling, 
excessive drinking, unhealthy forms of sex expression; and 
typically their companions are the vicious, criminal or other 
undesirables. Very few delinquents and criminals have ever 
belonged to supervised clubs or recreational centers. With- 
out moorings to a wholesome group having legitimate ideals 
and constructive activities, without absorption in its plans 
and activities, without opportunities for a healthy expendi- 
ture of energy, and deprived of a substitute for all this in 
an adequate home, these youths tend to drift into companion- 
ship with others equally deprived and unattached. 

There remains to note the kind and intensity of early 
anti-social conduct exhibited by delinquents and criminals. 
Intensive investigation discloses that criminal conduct is as 
a rule the gradual development of a related series of anti- 
social acts. While not all “problem children” are destined 
to become juvenile delinquents and adult criminals, it is a 
fact that if one explores backward into the early careers of 
offenders he finds a typical pattern of gradual evolution from 
childhood maladjustment to adult criminality. A recent in- 
tensive investigation of the life histories of a thousand Bos- 
ton juvenile delinquents showed that all but 45 had misbe- 
haved prior to the arrest which brought them into the ju- 
venile court, many of them more than once and in more than 
one respect. 

For example, the high proportion of two-thirds of the 
group had truanted from school for various reasons, over 
half were in the habit of stealing, almost half had “bunked 
out” or run away from home, thirteen per cent had indulged 
in sex delinquencies and lesser percentages had in early child- 
hood flashed other danger-signals of an unwholesome situa- 
tion or anti-social evolution that was very likely to develop 
ultimately into crime. 

The layman does not realize how early in life appear 
many of these and other manifestations of maladjustment of 
the young individual to the various social groups in which he 
finds himself. Fourteen per cent of the juvenile delinquents 
noted showed such symptoms of maladjustment and miscon- 
duct at the age of six years or less, 23 per cent at seven or 
eight, 26 per cent at nine or ten, 21 per cent at eleven or 
twelve, and only 16 per cent at thirteen or over, the average 
age being but nine years and seven months. Yet a few years 
later we condemn and punish these same acts or others 
growing naturally out of them as crimes for which the of- 
fender is regarded as unquestionably and fully responsible! 

Not only that, but when they, as children, first begin 
to show signs of maladjustment we customarily do little or 
nothing about it; we wait until they become juvenile de- 
linquents before trying to understand the difficulties in the 
individual case and doing something appropriate to counter- 
act them. And in many cases and places we do little that is 


constructive even when problem children have become of- 
ficial juvenile delinquents. Yet investigation has shown that 
better ultimate results are to be expected in cases clinically 
examined and treated immediately after their misbehavior 
begins than in those in which much time is allowed to elapse 
before clinical contact. 

This, then, is a rough sketch of the characteristics and 
background of delinquents and criminals who have been in- 
tensively studied in Massachusetts. Other researches bear 
out practically all of the findings, though the proportion of 
some of them is uccasionally not quite as high, sometimes not 
quite as low, as in the studies upon which the picture 
sketched is based. Analysis of individual case histories dis- 
closes that rarely, in the careers of delinquents and crim- 
inals, have but one or two of the many influences alluded to 
been operative. The usual picture is rather an integration or 
clustering of unhealthy and unfortunate traits and circum- 
stances in a dynamic, demoralizing interplay. 

It is true that some of the deleterious conditions sur- 
rounding the childhood and adolescence of delinquents and 
criminals may not actually have been causative of their de- 
linquency in certain individual instances. And it is impos- 
sible, as yet, to assign exact weights even to those factors 
which appear to play a clear role in a large proportion of the 
cases, or to indicate their order of influence in the series of 
vicious circles. 

Why the majority of children reared in similar cir- 
cumstances apparently do not develop into criminals is a 
question as yet not definitely to be answered. It awaits 
further research. What the respective roles of hereditary 
and acquired conditions are in the generation of delinquency 
is also something difficult to say at the present stage, except 
in certain individual instances. 

But these difficulties need not paralyze preventive ef- 
forts. We know already that the task of society in coping 
with delinquency and crime is complex. We know that it 
involves a systematic, continuous attack on all fronts of 
biologic and social pathology. It is reasonable to assume that 
if we made a concerted attack on the major influences I have 
briefly described, we ought to expect highly valuable social 
results. We know that involved in the complex of forces in 
which delinquent attitudes and behavior are generated are 
not only those agencies specially set up to deal with violations 
of the criminal code, but practically all social institutions: 
the state, community, home, school, recreational center, wel- 
fare agency, the general economic order, in brief the standard 
of civilization which we pride ourselves upon having 
achieved. 

By the time delinquents and criminals fall into the hands 
of police, courts, punitive and correctional agencies, they are 
in many respects finished products of failure and neglect on 
the part of our most cherished social institutions. And since 
they usually return to equally bad conditions, high per- 
centages of rehabilitation and “reform” are hardly to be ex- 
pected. Intensive follow-up studies prove that the per- 
centages of “success” of our correctional agencies are very 
much lower than we have heretofore believed. 

These reflections suggest that the best thought, the 
highest expenditure of energy, the greatest use of social and 
economic resources should be focussed on prevention more 
than cure. 
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A detailed preventive attack on delinquency involves 
several major spheres of influence which may conveniently be 
defined along geographic and governmental lines. ‘The first 
and most intimate sphere, the one in which you and | can be 
most effective, is the community or neighborhood, whose in- 
fluences percolate into the family and in part shape its be- 
havior. ‘The second is the municipality, which must be called 
upon to furnish necessary tax-supported services. ‘Lhe third 
is the state, which must supply legislation and state-wide in- 
stitutions. ‘lhe fourth is the federal government, which 
among other pertinent duties, has the basic responsibility of 
reducing crime through improving the general economic 
order. Let me briefly define the tasks of each of these. 

‘The community has first and foremost the duty to safe- 
guard and enrich family life. In many of the families from 
which delinquents and criminals typically spring there is a 
trayically casual entrance upon marriage on the part of fu- 
ture parents of delinquents and of delinquents and criminals 
themselves. We have also seen that there is a very high in- 
cidence of desertion, non-support and unhappy marital rela- 
tions. ‘There are anti-social home standards, including an 
amazingly high incidence of criminality on the part of the 
parents, sisters and brothers of delinquents and criminals. 
in addition there is much evidence of such childhood danger 
signals of future delinquency as frequent running away from 
home, bunking out, and like indications of unwholesome rela- 
tions between children and parents. ‘There is much evidence 
also of parental ignorance of even the rudiments of adequate 
child care; of unsound disciplinary practices; of broken 
homes; of conflict between the generations. 

Obviously, these families need help, and a civilized com- 
munity should give it to them. Facts of the kind enumerated 
seem to call for the establishment of a marital and family 
guidance clinic in each community. It would give profes- 
sional advice on questions of choice of spouses, birth control 
and kindred problems. It would be a place of assistance for 
puzzled parents who are unable to cope with the personality 
and behavior difficulties of their children and themselves. 
‘There they might be taught the fundamentals of wholesome 
parent-child relationships and of proper disciplinary prac- 
tices. More important because more preventive, the clinics 
would carry on educational campaigns in schools, men’s and 
women’s clubs, factories and welfare agencies with a view to 
warding off many of the difficulties which bring individuals 
and families into trouble in our complex, industrialized 
civilization. 

In brief, the clinics would have the basically important 
program of finding means to counteract one of the most seri- 
ous phenomena of modern times—tamily disintegration. 
Private funds for their support should be supplemented by 
public subsidies, since the obligations involved are those oi 
society as a whole. Professionally staffed, the clinics would 
draw into their sphere of influence intelligent aid from med- 
ical, educational and religious agencies. 

Big Brothers and Big Sisters might be very active in 
bringing cases to the attention of the clinics, helping to 
carry out their recommendations, interpreting their aims and 
functions to the community. While religious considerations 
are involved in some of the proposed functions of family- 
guidance clinics, differences of viewpoint could be accom- 
modated through frank discussion. For example, in some 


communities the clinics would not be concerned with ques- 
tions of birth control, or would not give such advice to 
those of some particular religious sect if that were the re- 
quest of the leaders of that faith. 

Another important service to be rendered by the com- 
munity is to supply sufficient wholesome recreational facili- 
ties to take children and adults off the streets and out of 
commercialized poolrooms and dancehalls. ‘The constructive 
use of leisure is a basic problem of our highly industrialized 
regime. With a reduction in hours of labor «dictated by the 
machine, its importance will increase. 

These and other activities of the community, calculated 
to salvage the wholesome values and practices and exclude 
the vicious influences, require integration. ‘Too often today 
churches are separated from schools, schools from social 
agencies, social agencies from courts, courts from various in- 
dustrial, recreational and medical services. As a consequence 
the average neighborhood of the large city fails to bring all 
its resources concertedly to bear upon community problems. 
Some cities, such as Los Angeles and Berkeley, have long 
pointed the way to a practical instrument for community or- 
ganization. Community councils, made up of representative 
of the various civic and social activities in the region, are 
tending to bring about a much-needed integration of effort 
to save the finer cultural values of the community and 
counteract the destructive or vicious forces that readily in- 
vade the cracks of a disorganized neighborhood. ‘The Big 
Brother and Big Sister Federation is sponsoring such com- 
munity councils, and the workers in this movement can help 


“to organize councils, to bring community problems and 


needed facilities to their attention, and to interpret their aims 
and methods to families. 

The municipality can help to prevent or reduce de- 
linquency by establishing a crime-prevention unit in the po- 
lice department to collaborate with the councils and work in 
harmony with community agencies. In the field of education 
it has many duties. It can establish child guidance clinics 
in school systems to collaborate with the family guidance cen- 
ters and the community councils. It can expand its system 
of visiting teachers trained to detect and cope with personal- 
ity and behavior problems of children before these become 
serious or chronic, and here it can bring into play the prac- 
tical experience and devotion of Big Brothers and Big Sis- 
ters working under expert guidance. It can provide more 
specialized teaching by selected instructors, for children dis- 
satisfied with the typical curricula and unable to compete 
academically with their fellows. 

The city’s schools have the duty of modifying curricula 
generally to meet the demands of modern life and counteract 
the evils of industrialization. They need further to par- 
ticipate in planning the leisure time activities of children and 
in furnishing facilities to take them out of commercialized, 
deleterious places of recreation. 

The municipality can collaborate with private enterprise 
in the extension of children’s clubs, playgrounds, community 
centers and other means of wholesome recreational outlet. 
Finally, the modern city has the duty of razing slums, 
eradicating unhealthy housing conditions, and providing de- 
cent, low-priced dwellings for the underprivileged. 

The State can help to prevent delinquency by establish- 
ing proper schools for mentally defective children and ade- 
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quate hospitals and colonies for the mentally ill. It can pass 
a safe and reasonable voluntary sterilization law. It can set 
up a Children’s Bureau analogous to the Federal office, to 
serve as a clearinghouse and center of encouragement for 
child-welfare enterprises. For in the conservation of child 
life lies the future of America. The State can also re- 
examine its methods for dealing with delinquent children 
and modernize its juvenile court system. The State can 
further redesign, along more realistic lines, its system of 
criminal justice for adults. Most important, the State can 
establish a sound career service under appropriate regulations 
regarding tenure, salary and promotion, so that the vicious 
spoils system will be reduced to a minimum. 

All the improvements in correctional systems, all pro- 
grams for reduction of delinquency and crime through gov- 
ernmental effort, will make little headway as long as our 
agencies of justice are subject to the whims of self-seeking 
politicians and those they put into office. The time has ar- 
rived when we must recognize that justice requires properly- 
trained servants and not political henchmen. 

The Federal government can enlarge its vision of the 
crime problem. Not only should it continue its efficient drive 
against made criminals, but it should recognize as of even 
higher importance the prevention of the making of future 
criminals. It can do this by establishing a Federal Crime 
Prevention Bureau to serve as a clearinghouse and service- 


station for local agencies concerned with the prevention of 


delinquency. But most important of all, the Federal govern- 
ment has the duty to act quickly and intelligently in the di- 
rection of economic justice. Of all factors in the careers of 
delinquents and criminals, the economic, and its attendant 
evils, is the most pervasive. Upon the raising of the status 
of the underprivileged, upon securing the generality of men 
against the hazards of unemployment and old age, hinge 
many of the more specific programs of crime prevention. 

The clinical approach deals with individuals, and only 
a small number of them. The community and municipal and 
state approaches are circumscribed by the wider and deeper 
forces of the economic order. Basic to all our efforts, there- 
fore, is the substantial raising of the condition of the under- 
privileged. Casework with individuals and communities will 
help; but the great task of the day is to do a thorough case- 
work job on the economic and social structure of our civiliza- 
tion. 

Not that all crime would disappear in a greatly im- 
proved economic order. As long as the springs of human 
psychology spurt forth anger, hatred, jealousy, sexual desire 
and other like emotions, there will he crimes. Every civiliza- 
tion has its own peculiar taboos and violations of them which 
are called crimes. But it is reasonable to expect a substan- 
tial reduction in crime with improvement of the status of 
the underprivileged. 

It is possible to range wrong-doers along a scale begin- 
ning with those who are so organized innately that disci- 
plined life in society is too difficult a task for them, to those 
who, with excellent biologic heritage and ability to compete 
in legitimate enterprise, have more deliberately embarked on 
a career of crime. 

At the first end of the scale, as the history of crime 
shows, there are probably certain types of persons who would 
be likely to commit crimes under any social system. They 


are so organized innately as to find it difficult to conform 
their behavior to the requirements of even a simple, savage 
society, much less the demands of modern, complex, fast- 
moving civilization. At the other end of the scale are those 
who deliberately and planfully embark upon a career of 
crime, despite their sound biologic equipment. 

But the vast proportion of modern criminals fall be- 
tween the extremes noted. And it is to this great horde that 
society owes a major duty and from which it can expect the 
most valuable returns. It is this army of citizens who, 
given a more privileged economic and social status, might 
lead sober and law-abiding lives. For members of this group 
to conform to the law instead of turning to anti-social ways 
to satisfy their wants, the standard of conduct demanded by 
modern criminal law must be within reasonable reach. It 
is too high as long as the spectres of poverty, dependency and 
industrial insecurity constantly hover before millions of 
people. 

In criminal conduct, as in other forms of expression, 
every person has his individual resistance-point or, if you 
will, breaking-point. It is difficult for all members of a so- 
ciety at any one time to lead a socially acceptable life, in- 
volving as this does a subordination of natural impulses to 
the supposed general welfare as expressed in the laws of the 
time and place. But most persons are able (natively, or 
through education or protection) to meet the ordinary re- 
quirements of the legal standard of the age and place in 
which they happen to live. But if that society raises its de- 
mands, or through social stress such as long-standing unem- 
ployment, or through social neglect of the kind described, or 
through the breakdown of such sources of authority and con- 
trol of behavior as the home, the church and others, makes it 
more difficult to adhere to the rules of the game, it thereby 
taps a deeper layer of persons who will violate its laws. For 
it has in one or more of these ways brought further pressure 
to bear on those whose resistance-capacity is at present 
stretched almost to the breaking-point. 

Thus the criminal act occurring at any given time is the 
outcome of constitutional and acquired, personal and social 
forces. It shows that the individual’s power of resistance, or 
self-guidance, or choice and introjection of bits of the en- 
vironment has been overbalanced by the strength of the 
other circumstances. 

We have just seen how serious is the low economic 
status of the families from which delinquents typically 
spring. From an authoritative recent estimate of economic 
conditions, we may infer how pervasive is this problem today 
and how fraught it is with potentialities of increased de- 
linquency and crime. 

“Today (says Miss Katharine F. Lenroot, the Chief 
of the Children’s Bureau, speaking in December, 1934) 
approximately 18,000,000 people are depending upon relief 
for the barest necessities of life, suffering not only from 
physical want but from want of most of the avenues for 
self-expression and achievement which make life worth 
while. 

“Of these about 7,400,000 are children under the age 
of 16 years and 1,800,000 are youths between the ages of 
16 and 21. Millions of boys and girls are entering upon 
the period of manhood and womanhood without jobs or 
prospects, and tens of thousands of young people are escap- 
ing from intolerable conditions at home and leading a 
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nomadic existence or receiving care in transient shelters or 
camps. The wonder is, not that crime challenges our at- 
tention, but rather—that the vast majority of boys and 
girls, men and women are so law-abiding. It is impossible 
to predict, however, the extent to which the damage suf- 
fered during these depression years will yield a future 
harvest of social inadequacy, vagrancy, and criminality.” 

How society shall meet its basic obligation to strengthen 
the resistance-capacity of many of its citizens by raising the 
level of economic security is the great question to be an- 
swered today. There are some who insist that basic ameli- 
oration of the socio-economic conditions of potential delin- 
quents and criminals and improvement of the status of ex- 
offenders cannot be brought about without a complete sub- 
stitution of a new economic order for the capitalistic regime. 
But it should be stressed that intelligent and just reorienta- 
tion of the competitive, private-profit system has not yet been 
viven a fair trial. 

Until it is, it is reasonable to believe that in this country 
of tremendous resources there is ample scope within the sys- 
tem for lifting the general level of the life, labor and com- 
fort of the people and reducing depressions without a com- 
plete scrapping of the capitalistic regime. 

This can be done by suppressing economic cannibalism. 

t can be done by a fairer distribution of the joint product 
of capital, labor and management through taxation and in- 
direct redistribution of excess profits. It can be done by 
providing security against unemployment, sickness, old age 
and other hazards, by means of social insurance reserves. It 
can be done by razing slum areas and providing wholesome 
places of living for the mass of the people. 

Nor does the house-cleaning of the present economic 
order demand the iron heel of a dictator. Four-score years 
ago, Lord Macaulay expressed his disdain of the American 
form of government in this colorful language: 

“IT have long been convinced that institutions purely 
democratic must, sooner or later, destroy liberty or civiliza- 
tion, or both. . . . Your Constitution is all sail and no 
anchor. Either some Caesar or Napoleon will seize the 
reins of government with a strong hand, or your republic 
will be as fearfully plundered and laid waste by barbarians 
in the twentieth century as the Roman Empire was in the 
fifth; with this difference, that the Huns and Vandals who 
ravaged the Roman Empire came from without, and that 
your Huns and Vandals will have been engendered within 
your own country by your own institutions.” 


Some may regard this as a too painfully perfect 
prophecy. Some incomprehensibly foolish people call for the 
iron heel and blood-stained hands of a dictator on the Eu- 
But reform by tyranny is fortunately foreign 
to the American scene, temper, and history. What will it 
profit us if we gain’ some improvement in our economic life 
and some decrease in crime, when we must pay for them with 
the most precious of all human possessions,—freedom of 
thought, speech, worship and action? 

Is it not better to apply the ennobling methods of 
democratic action and voluntary mutual aid to the problems 
that confront us, than to seek freedom through slavery? 
Cannot a free people of its own volition surrender some of 
its prerogatives for the common weal without also surrender- 
ing almost everything that gives life value? 

‘The way of planned democracy is the way of free men. 


ropean model. 


The energy, planfulness and kindliness of the great body of 
American people and the fortunate circumstances of our vast 
natural resources should make us believe that De Tocque- 
ville, a more penetrating seer than Macaulay, made a truer 
prediction in 1835 in concluding his classic study of De- 
mocracy in America on a more hopeful note: 

“T perceive,” he wrote, “mighty dangers which it is 
possible to ward of,—mighty evils which may be avoided 
or alleviated; and I cling with a firmer hold to the belief, 
that, for democratic nations to be virtuous and prosperous, 
they require but to will it.” 

The house-cleaning of the present economic order in- 
evitably involves an attack on limitless greed and upon law- 
less and unjust competitive practices. To realize this one 
has only to think of real estate racketeers who demand un- 
reasonable profits out of housing and slum clearance pro- 
jects; of those who make blood-money out of vice and un- 
controlled, deleterious commercialized amusements; of the 
betrayals and frauds by certain manipulators of investment 
trusts and other financial racketeers; of the lobbies main- 
tained for the uncontrolled manufacture and sale of fire- 
arms, tainted foods and other harmful products; and of those 
who are not only so greedy but so shortsighted as to insist 
that unreasonably large incomes shall‘ not be used for the 
general welfare. Without a radical change of attitude and 
practice on the part of such citizens, there is but little hope 
of a large-scale, realistic treatment of the crime situation and 
related social ills within the existing economic order. 

What stands in the way? From time to time the 
President is accustomed to report to the Congress and the 
people on “the state of the nation.” But these messages 
hardly ever allude to the ethical tone of the nation. Yet the 
moral climate and the prevailing social psychology of a peo- 
ple have much to do with the well-being of a society and 
specifically with crime and its effective control. Now a per- 
vasive element of contemporary psychology and morals is an 
exaggerated materialism. 

“To me it seems clearer every day (says John May- 
nard Keynes) that the moral problem of our age is con- 
cerned with the Love of Money, with the habitual appeal 
to the Money Motive in nine-tenths of the activities of 
life, with the universal striving after individual economic 
security as the prime object of endeavor, with the social 
approbation of Money as the measure of constructive suc- 
cess, and with the social appeal to the hoarding instinct as 
the foundation of the necessary provision for the family and 
for the future. The decaying religions around us, which 
have less and less interest for most people unless it be an 
agreeable form of magical ceremonial or of social ob- 
servance, have lost their moral significance just because— 
unlike some of their earlier versions—they do not touch in 
the least degree on these essential matters. A revolution 
in our ways of thinking and feeling about money may be- 
come the growing purpose of contemporary embodiments 
of the ideal.” 

Cannot the energies and talents of a vigorous democracy 
counteract this excessive addiction to the drug of wealth se- 
cured by hook or crook? Cannot our businessmen adopt- a 
set of ethical principles in harmony with the poignant cry 
for social justice and live those principles in their daily rela- 
tions with each other, the public and the government? Can- 
not our churches prune off their decaying twigs so that the 
striving branch of nascent idealism will have more place in 








July 29, 1935] 


Vital Speeches of the Day 





693 





the sun? If they cannot, it is not at all a fantastic predic- 
tion that the capitalistic system will fast head for the dust-bin 
of history. 

Business enterprise is a legitimate institution in a capi- 
talistic regime. But unless the leaders of our industrial life 
will insist upon a spotlessly ethical performance within the 
legitimate rules of the competitive game, and unless they 
will be willing to lay the ghosts of unemployment and under- 
privilege, they will bring the temple down about their own 
ears. For a good portion of crime is the product of our 
particular moral culture-medium. When many steal, steal- 
ing is no longer reprehensible. A custom carries its own 
justification in the eyes of those who partake of it. When 
to this is added the misery of a hazardous and insecure exist- 
ence while wealth is all about, the pressure on many to com- 
mit crimes becomes wellnigh irresistible. 

Just as a wide program of physical and mental hygiene 
is today deemed indispensable to a civilized state, so a pro- 
gram of moral hygiene is called for. Both religious guidance 
and educational guidance are helpful in the process of fit- 
ting humanity to cope legitimately with the pressures and 
pulls of an increasingly mechanized and accelerated civiliza- 
tion. But basic to all is a re-birth of idealism on the part 
of those who control the destinies of millions through their 
control of wealth and the instruments of production. 


We, who are interested in the prevention of crime, have 
specific functions to perform, of which the work of Big 
Brother and Big Sister organizations is a helpful sample. 
But we also have a distinct duty with respect to the more 
fundamental problems and forces that I have briefly touched 
upon. Let us not be so naive as to assume that with the 
utmost effort on our part to deal with individual problem 
children, or to improve community conditions, we can rad- 
ically reduce delinquency without first improving the stand- 
ard of life of the millions who stumble along in a vale of 
insecurity, dread and despair. Let us not fall into the error 
of being too provincial or short-sighted. Let us, rather, in 
the light of a broader orientation toward these problems, re- 
solve to do our share intelligently and fearlessly to counter- 
act the destructive forces of the times, to educate our friends 
and neighbors to a higher sense of social obligation, to pro- 
mote orderly and decent governmental action toward elim- 
inating industrial insecurity, razing the crowded and dirty 
slums which cradle so many citizens of the future, and insur- 
ing a comfortable old age for all who work and strive in 
our bountiful country. 

Let us prove to the world that Macaulay was a false 
prophet and that De Tocqueville, who had faith that “for 
democratic nations to be virtuous and prosperous they re- 
quire but to will it,” spoke words of golden wisdom. 


Graduated Corporation Income Taxes 


By O. G. SAXON, Professor of Business Administration, Y ale University 
Delivered before the House Ways and Means Committee 


HOSE who oppose drastic inflation of the type which 
did such great damages to various European nations 
in the twenties—damages to all elements, large and 
small, capital and labor, realize that the balancing of the 
Budget is essential to avoid such inflation in this country. 
The administration has to date repudiated currency infla- 
tion. The dangers of a credit inflation of serious proportions 
do not concern us immediately—in fact, our pressing need 
is the expansion of credit to an appreciable extent. On the 
other hand, inflation from a long-continued unbalanced bud- 
get is our greatest danger today—and it is a real, not an 
imaginary one. Our unprecedented national expenditures 
since 1929 and our present record debt will, if continued 
much longer, destroy confidence in Government credit and 
result in drastic currency inflation, capital levies, or 
repudiation. 

While our present Federal national debt is relatively 
much smaller than that of other countries, the addition 
of our local, county, and State debts reduces the disparity to 
near the vanishing point. On the other hand, our emergency 
expenditures are without parallel in history and cannot 
be continued for long without disaster. 

The balancing of the budget involves two vital steps 
on the part of Congress—first and most important is the 
drastic reduction in appropriations and expenditures, and, 
second, a substantial increase in Federal revenues by broad- 
ening the base of income taxes so as to reach the lower 





brackets, increasing the individual and corporate rates, 
drastically, if it should become necessary. A balancing of 
the budget will revive confidence, stimulate business activity, 
profits, revenue, buying power, and, most important of all, 
tend to solve the problem of unemployment. 

There is, however, great resistance from many quarters 
and a great mass of the people to the present proposals as 
untimely, and to certain aspects of these proposals as un- 
sound and more likely to impede rather than foster recovery. 

This lack of enthusiasm is well grounded in sound 
economic and social reasoning. In the first place, the pro- 
posals, in their most drastic form, which, however, seem 
unlikely to be adopted, fall far short of balancing the budget, 
according to the estimates of the Secretary of the Treasury, 
because they are not accompanied simultaneously by a drastic 
reductions in appropriations and expenditures. In fact, none 
is offered. Instead, we are given mere expressions of vague 
hopes for the future. The reply is that the time is inappro- 
priate, that reduction will come in time, when the unemploy- 
ment problem has been solved, and the acute financial stress 
and strain on various elements in our economy are alleviated. 
This reply is inadequate. ‘The impetus to trade recovery 
and reemployment will not materialize until substantial 
measures have been taken by Congress to reduce drastically 
these heavy expenditures. Consequently, it would appear 
wiser, not only economically and socially but also politically, 
to postpone these tax proposals until next year or such time 
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as expenditures can be heavily cut simultaneously with tax 
increases. This delay of a year or more would have a 
beneficial effect. In 1934, for the first time since 1930, 
incorporated enterprises in this country in the aggregate 
showed a profit. 

During 1931-33 business, as a whole, according to 
Treasury figures, suffered tremendous losses running into 
billions of dollars of capital impairment, destruction of sur- 
pluses, and suspension of or drastic cuts in dividends to 
stockholders who constituted a large cross section of the 
purchasing power of the country. A delay would give busi- 
ness the opportunity to replenish impaired capital and 
surplus accounts, set up more adequately reserves against 
contingencies, and increase the purchasing power of stock- 
holders through increased dividends, aid in the stabilization 
of equity values, stimulate the distressed producers’ goods 
industries, where unemployment is greatest, by replacing 
obsolete equipment, and so make for sounder conditions 
and reemployment generally. 

Meanwhile, Congress could make a great constructive 
move forward by a study of the entire problem of taxation 
looking toward revision along more scientific principles in 
light of the experience of the past 20 years. There are many 
aspects of this problem, such as the proper allocation of 
certain spheres of taxation to the individual State and others 
to the Federal Government, the advisability of a Federal 
sales tax, the problem of taxation of capital gains and de- 
duction of capital losses, the wisdom of taxes on excess 
profits and corporate surpluses, the most productive tax 
rates on income and inheritance consonant with sound eco- 
nomic and social principles, and, finally, the question of 
broadening the base of all forms of taxes to include the lower 
as well as the higher brackets. 

President Wilson well pointed out to Congress in 
1919 that— 

There is a point at which in peace times high rates 
of income and profits taxes discourage energy, remove the 
incentive to new enterprise, encourage extravagant ex- 
penditures, and produce industrial stagnation, with conse- 
quent unemployment and other attendant evils. 


Now, with reference more specifically to the recent 
proposals. Congress should have in mind that, in order 
to avoid retarding recovery, the new taxes must be sound 
and reasonable both in principle and in rates. Otherwise 
the consequences will be a net reduction in Federal income 
through decreased business activity with accompanying in- 
crease in unemployment, decreased purchasing power to all 
groups, and general instability. 

‘The proposed graduated corporate income tax is utterly 
unsound in principle, discriminating in its effect, and, once 
adopted as a national policy, would, in all probability, in 
the near future have extremely disastrous economic and 
social consequences from a drastic increase in the graduated 
rates in ill-considered efforts to balance the budget. 

The President, in his recent message, said: 

With the enactment of the income tax law of 1913 
the Federal Government began to apply effectively the 
widely accepted principle that taxes should be levied in 
proportion to ability to pay and benefits received. Income 
was wisely chosen as the measure of benefits and ability 


to pay. 


With this statement it would seem at first blush that 
no one can honestly disagree. However, on analysis, it 
appears beyond the shadow of a doubt that the graduated 
corporation income-tax proposal violates this very principle 
of taxation according to the ability to pay. Furthermore, 
most economists question any graduated tax as economically 
unsound as a permanent measure. 

A graduate income tax on individuals is not open to 
the first objection—it follows truly the principle of taxing 
according to the ability to pay. Larger incomes are taxed 
on an increasing scale as the incomes rise on the theory 
that size of income is the fairest test of ability to pay and 
benefits derived from the protection of the laws. 

The case is quite different, however, where the gradu- 
ated corporate levy falls on dollar income without regard to 
the percentage of profit earned or the ratio of net earnings 
to net worth. The corporation is a legal fiction—a creation 
of the State to permit the coordination of the capital of 
many individual stockholders into one unit—stockholders 
who are the joint proportional owners of the artificial 
entity and share among themselves the income produced. 
Because of the redistribution of the income of the corpora- 
tions to thousands or millions of what may be factually 
called copartners in common enterprises, the mere size or 
amount of the corporate dollar income is in no sense a test 
of its true ability to pay—the test must be applied on the ratio 
of net earnings to net worth or at least not to the artificial 
entity, but to the individual copartners, the stockholders, 
in the enterprise. 

Stockholder A may have from all sources no or a very 
small taxable income, while stockholder B may have a very 
large income from all sources, but have the same income as 
A from the corporation. Yet the proposal discriminates 
drastically against A insofar as the corporate dividend is 
concerned. Again A invests in a large company which earns, 
say, 10 percent on its capital, while B invests the 
same amount in a small company earning 20 percent on a 
much smaller capital. Here again there is unjust and 
illogical discrimination against the stockholder of a large cor- 
poration in favor of the stockholder of a smaller unit. 

One of the fallacies of this graduate corporate tax is 
clearly illustrated as follows: Partnerships are not included 
in the proposal. The individual partners receive their share 
of the partnership earnings directly and pay a graduated in- 
dividual income tax on their individual stock total income 
without the intervention of a direct tax upon the partner- 
ship. The principle should be the same with corporations 
inasmuch as the major purpose of incorporation is the avoid- 
ance of unlimited liability. In one case the owners of the 
business are taxed in accordance with their own ability to 
pay while in the other, insofar as the proceeds from the 
business is concerned, they are taxed not in accord with that 
principle, but upon the dollar income of the corporation 
itself. 

It is estimated by reliable agencies that the average in- 
vestment in common stocks is about $2,700, with millions 
of investors owning considerably less, and that there are 
between 7 and 10 millions of such investors. The problem 
then is not one relating to a small number of large corpora- 
tions, but to millions of small investors, who because of 
well-known limitations primarily invest in stocks of highly 
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capitalized corporations because of their relative stability, 
while hundreds of thousands of investors of larger means 
invest in corporations of moderate or even small capital 
structure with opportunities to earn, in many instances, a 
much larger percentage of profit. In fact, most statisticians 
agree that the smaller corporations as a rule make larger 
percentages of profit than large corporations, though they 
also show heavier percentages of loss and relatively less 
stability in both boom and depression years. 

Consequently, the proposal penalizes the large and small 
investor in large corporations as compared with both large and 
small investors in small corporations. This is especially true 
where there are senior stock issues ahead of the common in 
which event the discrimination becomes more severe through 
leverage. And, in all cases, it tends to impair the position 
of creditors of large corporations. 

The graduated tax further peralizes efficiency and 
managerial ability contrary to sound economics and Ameti- 
can traditions. Large-scale organization, capitalization, and 
operation are, in the main, the chief causes of our high 
standard of living and our ability to realize upon our nat- 
ural resources. There are, undoubtedly, justifiable limits to 
size, particularly size of a monopolistic nature, but there 
are more appropriate measures for such limitations, for, after 
all, taxation with limitation of size in view is an effort to 
reach the results rather (than) the cause of the problem. 

There is neither time nor occasion to go into the ad- 
vantages of large-scale enterprise. A recent study by W. L. 
Crum, of the Harvard Graduate School of Business Ad- 
ministration, entitled “The Effect of Size on Corporate 
Earnings and Condition,” is an unusually capable exposition 
of the subject in light of the current depression. A similar 
study by W. A. Paton, entitled “Corporate Profits as Shown 
by Audit Reports,” is also of great value in throwing light 
on this problem. 

One of the major outstanding features of the depression, 
however, has been the relative stability of the more highly 
capitalized corporations as illustrated by the tabulation of 
Professor Crum based upon Treasury data for 1931 and 
1932 as given below: 


Percent of statutory net income or deficit to net worth of corporations 
classificd by sise of total assets 























1931 1932 
No in- No in- 
Asset classes (thou- Income come Income come 
sand dollars) all corpora- corpora- All corpo- corpora-ecorpora- All corpo- 

corporations tions tions rations __ tiofis tions rations 
oe eee 11.7 —52.4 —21.9 9.6 —46.7 —33.0 
ae 8.1 —23.4 —9.1 6.9 —z21.0 —14.0 
oe cn ee ee 7.2 —17.7 —6.7 6.5 —15.8 —10.0 
DEE -ogeavedéu 7.0 —14.0 —5.0 6.4 —13.0 —7.6 
500-1,000 ........ 6.5 —11.8 —4.4 6.1 —11.9 —6.9 
1,000-5,000 ....... 6.2 —10.3 —4.0 5.4 —9.8 —5.7 
5,000-10,000 ...... 6.7 —9.4 —3.0 5.5 —10.1 —5.1 
10,000-50,000 ..... 6.1 —8.3 —2.0 5.3 —8.3 —3.8 
50,000 and over .. 5.2 —3.5 BS 4.2 —4.0 —1.1 
ee 5.9 —7.9 —2.0 4.9 —3.2 —3.9 





Note that in the income-producing column for these 
years the percentage of profit falls with the increase in the 
net worth and that in the non-income column the percentage 
of loss declines with the increase in net worth. 

These figures prove two fundamental propositions: 

First, that large corporations render their services to 
the public for a smaller return on capital invested than the 
small companies. 

Second, that large corporations are relatively more effi- 





ciently managed, so that they have greater stability of profit 
and can continue dividends and wage payments during de- 
pressions, thereby creating greater stability in purchasing 
power and employment than would otherwise be the case. 

In 1934 there were only 59 corporations reporting net 
income of 10 millions or more, in contrast with 179 in 1929. 

The year 1923 was a recovery period following the 
1921 depression and is generally considered a good business 
year. The results of that year are of particular interest, as 
given on page 222 of The Shifting Effects of the Federal 
Corporate Income Tax, published by the National Indus- 
trial Conference Board: 


Manufacturing corporations, 1923 





Average capital 
Number of Investment 











Profit rate in percent cor- in thousands 
porations of dollars 

Up io Oe bans nb365 bbe ane e bad teks bien Ade 21 5,787 
Ve Oe Se Cub caaaceenpaseteanctacden Bae 11 5,683 
EE ME Cte dadivaneth oie heen een ae ee ene 29 17,709 
de Er rere ee er ee en 260 13,598 
ROU aa co. a Sa ek oka an ik oll ma NAO 514 11,267 
Pe ea aa eA bonehead ne Seawa ke wed 576 5,630 
oF 3S | eee 09 Riche wid de Lar se 518 4,734 
Me EE  odro'ntae bi ascchun<stdedatawsiews 996 2,786 

IE Sib Satire aes ni bea aie alata wed Ata nai 2,925 6,323 





Note that of a total of 2,925 reporting manufacturing 
companies, 21 with average net worth of $5,787,000 lost 10 
percent; 29 with average net worth of $17,709,000 lost 
from 1 to 5 percent or operated without profit; 514 
with an average net worth of $11,267,000 made be- 
tween 5 and 10 percent; while 576 with average net worth 
of $5,630,000 earned from 10 to 15 percent; and most sur- 
prising of all 996 companies with average net worth of only 
$2,786,000 made 20 percent or over in profits. These fig- 
ures verify in a recovery year what the 1931-32 figures 
prove for the depression period, as tabulated by Professor 
Crum in his study previously mentioned. They further 
prove that graduated corporate taxes are discriminatory as 
between the corporations themselves in that the corporations 
with the highest percentage of profit on net worth would 
pay lower rates of taxes. Consequently the dangers and 
iniquities of such a tax should be apparent, but the dangers 
are more serious. Let the graduated rate of taxation be 
increased and the result would be a tendency to break up 
large corporations or in any event to prevent new ventures 
in large-scale endeavor which as has been indicated is mainly 
responsible for the development of the Nation’s relatively 
high standard of living, what stability of purchasing power 
and employment we have, and greater services to the public 
at lower cost than in case of smaller-scale enterprises. There- 
fore, the obvious conclusion should be to encourage and regu- 
late size rather than destroy or prevent it. For, in the ulti- 
mate analysis, this tax discrimination would render it most 
dificult to obtain adequate capital for large units, prevent 
justifiable expansion, and tend to break up the present large 
units which employ about 70 percent of our industrial labor. 

While most economists agree that the income tax can- 
not be passed on, as a general rule, to the consumer, never- 
theless the consumer will in the long run pay, through de- 
creased services, lower quality, higher prices, and a generally 
lower standard of living. 

In the final analysis the public benefits far more from 
the larger aggregations of capital than the investors them- 
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selves. Consequently, these aggregations should be encour- 
aged. Furthermore, it is to the interest of the general pub- 
lic and labor, especially, that returns to investors as well as 
real wages be brought back to normal levels as soon as 
possible. 


In passing, it would be well to comment on another 
prevalent fallacy, namely, that large corporations earning 
large dollar net incomes rather than large percentages of 
profits benefit more greatly from the law and governmental 
function than do smaller corporations. This cannot be sub- 
stantiated on sound economic principles or sheer logic. Small 
business receives the same police and other protection as big 
business. Special governmental services, such as the mails, 
et cetera, are paid for in proportion as they are used, but, 
unless there is some special protection or privilege granted, 
the Government cannot logically or justly claim greater 
levies on large enterprises than on small. 


The President, in his recent tax message quotes Andrew 
Carnegie, as follows: 
Where wealth accrues honorably, the people are always 
silent partners. 


And then the President says: 

Wealth in the modern world does not come merely 
from individual effort—the individual does not create the 
product of his industry with his own hand; he utilizes the 
many processes and forces of mass production to meet the 
demands of a national and international market. 


All of which is very well put, but again the true pic- 
ture is not painted and false deductions are readily made. 
Mass production is the product only of large capital enter- 
prise through the combination of the investment of many 
stockholders and efficiency of management. Why, then, 
abuse and disparage and destroy them? Rather, if you must, 
control them, but permit them to continue their partnership 
with the public. These large-scale enterprises are in every 
sense true partners with the public inasmuch as they share 
their accumulated earning power and efficiencies with the 
community in various ways: Through higher wages than 
smaller units can afford to pay, through shorter hours, lower 
prices, with consequent higher standard of living, through 
greater stability during depressions, more efficient manage- 
ment, and greater foresight, as illustrated by the mainte- 
nance of adequate reserves and substantial surplus accounts 
for emergency periods, with benefit not only (to) investors 
but (to) workers. In fact, large business has in the past 25 
years more than borne its full share of its partnership obli- 
gations with the public instead of shirking and evasion of 
them as is insinuated in the present tax proposals. 


In order to justify the graduated corporate tax at all, it 
should be based upon the percentage of profit or the ratio of 
earnings to net worth after a minimum ratio has been deter- 
mined for the normal corporate income-tax rate. This prin- 
ciple worked very effectively as a revenue producer in the 
early post-war years but aided and abetted in over expan- 
sion of plant and equipment and capacity of production. 

This is not to be taken as approval of the excess profits 
principle for other than emergency periods such as war 
where it is fully justified. 

There are two economic views in regard to excess profits 


or any graduated tax: one labeled as conservative, opposing 
the theory on sound, capitalistic economic principles; and the 
other labeled radical or, as Professor Taussig, of Harvard, 
naively says, “it has been called socialistic.” 


Professor Taussig, in the second volume of his Prin- 
ciples Of Economics, gives an entire chapter to the argu- 
ments against graduated taxes, much more effectively than 
can be done here. The committee would benefit from a 
perusal of his arguments, the thesis of which is that the 
theory attacks the results—not the causes—of the alleged 
evil, and that from pure logic and economic reasoning the 
theory is unsound, while he is inclined toward the view that 
arbitrary determination and administration of such taxes 
are of such an intricate and difficult nature as to raise the 
question of the advisability of the scheme for fear the eco- 
nomic and social consequences might, in the long run, be 
disadvantageous rather than beneficial. 

In conclusion, two other suggestions in the President’s 
message warrant comment. 


The proposal that dividends to corporations on shares 
of other corporations owned by them be taxed in order to 
avoid evasion through subsidiary or holding companies is so 
clearly discriminatory against investors in corporations and 
particularly in large corporations as to require little discus- 


sion. It would have a deflationary effect on the stocks 
owned, for large-scale liquidation would likely ensue. Fur- 
thermore, there is no occasion for such a provision. The 


revenue yield would be comparatively small and there is 
adequate control today of stock ownership in competing cor- 
porations through the Clayton Act. The President’s objec- 
tive of preventing evasion of the graduated tax could be 
obtained by requiring consolidated returns or some similar 
method. 


Finally, the proposal to reduce the minimum corporate 
tax rate to 10 percent, thereby reducing the tax on 90 per- 
cent of the reporting corporations, is utterly absurd and un- 
sound from all points of view. Its clear purpose is not to 
increase revenue but purely political, to avoid opposition to 
the tax proposal from thousands of small corporations whose 
levies would be lowered. On the other hand, however, there 
will be millions of stockholders of larger corporations who 
will be adversely affected and undoubtedly protest such ac- 
tion. Constructive action by Congress would require a frank 
acknowledgment of the broadening of the entire income-tax 
structure, not only corporate but individual, together with 
rate increases, if necessary, in not only the higher but also 
the lower brackets. 


Sound government requires that all elements of the 
community, without discrimination or favor, bear their full 
share of the costs of government. Our entire American 
tradition is against discrimination and class legislation. A 
truly public-spirited citizenry is only possible where every 
man pays his way and bears his own share of the costs of 
government. Therein lies the assurance that he will always 
be on his guard against injustice, favoritism, waste, and cor- 
ruption. Congress, by fostering this attitude, can rid itself 
of the possible charge that the mass of the people are being 
drugged for the ultimate purpose of subjecting them to loss 
of their constitutional rights and liberties and the country 
to a dictatorial or socialistic form of government. 
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Preparing the Ground for the 
1936 Elections 


By RAYMOND SWING, Journalist 


The first of a new series of Trans-Atlantic Bulletins broadcast from New York over Columbia network and in 


England over B.B.C. 


MUST reintroduce you tonight to an America which 
I is very much occupied with its own affairs. Already 

we are dominated by the next election. It is still six- 
teen months off, but everything that happens is weighed 
chiefly for its bearing on the question, “Will Roosevelt be 
re-elected, and will there be another four years of the New 
Deal ?” 


A month ago the Supreme Court threw out the N.R.A. 
as unconstitutional. Now that raised the most fundamental 
issue as to whether Congress can legislate nationally for 
the control of business and to establish minimum labour 
standards. Many individuals are still debating this point, 
but most people are interested in what effect the decision 
will have on Roosevelt’s re-election. And it is a question 
not to be answered at this time. If the Supreme Court 
should throw out more New Deal legislation, probably the 
constitutional issue cannot be avoided in the next cam- 
paign. There is the Triple A, for instance, by which farmers 
collect a special tax on consumers of agricultural products, 
and so have substantially increased their incomes. There 
is the Wagner Labour Bill which gives trade unions an 
opportunity to organise; there is the Securities Com- 
mission now supervising the Stock Exchanges. If any, or 
all, of these should be declared unconstitutional, the public 
might become what it is not yet—very excited about the 
desirability of changing the Constitution. 


Congress is now nearing the close of its 1935 session, 
and important measures are coming to a vote. Yes- 
terday there was a dramatic revolt in the House of Repre- 
sentatives against the President over the Holding Company 
Bill. Right away the question is: “What does this mean in 
the next election? Is the President’s leadership breaking 
down?’ Last week the President startled Congress with 
proposals for heavier taxes on inheritances and on the 
profits of Corporations. It looked as though he were going 
to insist on them being passed in a few days without com- 
mittee hearings and prolonged debate, and this raised a 
storm of protest. Now the proposals are to be treated in a 
routine way. But while some individuals are studying these 
taxes as such, a great many more are trying to decide 
whether the President helped his chances by proposing to 
tax big fortunes and weaken big Corporations, or hurt them, 
by appearing to be peremptory and in a hurry. 


Now, let’s look at this Holding Company Bill and see 
how it bears on next year’s election. The Democratic Party 
has a record majority in Congress, and yet the House re- 
fused to pass the Bill as the President wanted it—with 
the ‘death sentence.’ Let me explain this ‘death sentence’. 
But first, what is a Holding Company? It is a company 





which owns the controlling interest in a public utility—an 
electric light or power or gas company which has a 
monopoly in selling its services to the community. Nine- 
tenths of our public utilities are owned by such holding 
companies. In most cases the holding company is owned 
in turn by another holding company, which is owned, in 
turn, by another holding company, and there may be as 
many as half-a-dozen or more companies pyramided on the 
public utilities which perform the actual service and repre- 
sent the earning assets. In a few cases the holding company 
links together a system of utilities which functions more eco- 
nomically because it is unified. Under the Senate Bill such 
systems would be allowed to survive, but all others 
would submit to this ‘death sentence-—and that would wipe 
out most of our holding companies. 

The House rejected this ‘death sentence’, but put the 
holding companies under control of a Securities Commis- 
sion with the power to dissolve them—so the only differ- 
ence is whether the ‘death sentence’ has to be carried out, 
or simply can be. But why all the bother about this some- 
what narrow difference? To begin with, this is a test case 
in what we call the ‘Power Fight’, in which President 
Roosevelt has long been a leader; that is, he has been fight- 
ing to get the holding companies under control, to prohibit 
the pyramids like the great Insull combine which crashed 
early in the depression, and to let communities receive in 
cheaper rates the money now spent in paying dividends to the 
shareholders of all the pyramided companies. He has pur- 
sued this fight as President. One line of attack was the 
great Tennessee Valley experiment—the T.V.A.—where the 
Government is in the business of generating electric current 
and expects to sell it at a profit for as little as a halfpenny 
a unit, to prove that it can be supplied at that rate. The 
T.V.A., too, is in danger of coming within the ban of the 
Supreme Court, on the ground that the Constitution does not 
authorise the Government to compete with private business. 
The other line of attack on the power interests is this Hold- 
ing Company Bill. It passed the Senate with the manda- 
tory death sentence, but everyone knew that the utility 
companies were focussing their opposition in the House. 
They began in each Congressional district—they enlisted the 
help of general investors on the ground that the President 
was attacking all investment—they stirred up the greatest 
letter writing campaign that Congress ever has been sub- 
jected to. Now a Congressman has to stand for re-election 
every two years, and he is susceptible to personal letters 
from the kind of people back home who have investments. 
But letters were only part of the story. The day the House 
debate opened, telegrams flooded into Washington: single 
Congressmen received as many as five thousand. The tele- 
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grams on that day alone probably cost two hundred 
thousand pounds. ‘They equalled in number those received 
during the debate on the World Court and the Soldiers’ 
Benus. And someone has remarked that we now have a 
new form of government—government by telegraph. 

But that was only part of the story. Utility companies 
sent personal lobbyists to Washington—hundreds of them; 
there was at least one lobbyist for each member of the 
House. Congressmen say this has been the most powerful 
lobbying campaign ever known in Washington. On the 
other hand, the President brought heavy pressure on Demo- 
crats to vote for the death sentence; and as we don’t have 
the British system of responsible government in which the 
administration resigns if it is defeated in Congress, party 
whips cannot be used so effectively in Washington as in 
Westminster. But the President did try to keep party mem- 
bers in line. One Congressman now charges that he was 
threatened by a White House spokesman with the interrup- 
tion of a great public works project in his district unless he 
voted for the death sentence. ‘This is denied, and the House 
is going to hear the evidence in a general inquiry into the 
lobbying on this Bill. The Senate also has ordered an in- 
vestigation of the lobbying. 

But what effect is all this going to have on this election? 
The simple way to put it is to say that there are more 
people who pay excessive light and gas bills—and so are 
behind the President in the power fight—than there are 
people who receive dividends on utility shares. But this is 


too simple. Opponents of the President are trying to build 
up the case against him that he is seeking to increase his 
power as chief executive, and so is altering our system of 
government. The obvious countercharge is that big busi- 
ness has too much influence in our affairs. For not only the 
the utility interests have been busy in the Capital, the Ad- 
ministrative Banking Bill emerged from the committee this 
week very much compromised by the influence of the bank- 
ers. The Government wanted a clear-cut Federal control 
over open market operations and they did not get it, and the 
Bill permits bankers again to go into the business of issuing 
public utilties. 

These are technical matters, but they are not too tech- 
nical for the public to see that bankers and financiers once 
more are getting pretty much what they want. It is such 
events as these this past week which are going to give tone 
to the next campaign. Time and again in the last year or two 
the President has wavered between his two objectives—re- 
covery and reform. When he wanted recovery he tried to 
make peace with business, and now that business has made 
peace seem hopeless, he is fighting more openly than at any 
time since his election. So unless there is a very substantial 
recovery by next autumn, the President seems destined to 
campaign as a passionate reformer pure and simple. And 
just as passions have run high in Washington this week, 
they promise to sweep the country next year—and if they 
do, we shall have the most emotional campaign of many 
decades. 


How to Share the Wealth 


By W. B. BELL, President American Cyanamid Company 


Delivered before the University of Virginia Institute of Public Affairs 


OR this evening I invite you to a “Share the Wealth” 
Party. Those of you who have less than $5,000 a 


year will, | am sure, be glad to come. Perhaps it may: 


even be good for those of you who have more. Since the 
sharing in this instance will be only on paper, at least it 
should do none of us much harm! 

1 am sorry that Senator Huey Long, Father Coughlin 
and Senator LaFollette are not here to help us share the 
wealth. But, inasmuch as I propose to deal with practical 
methods and details, perhaps we shall not miss them. 

Let us begin in the simplest of all ways. Let us divide 
up equally the currency of the country. The amount of 
money in circulation at the end of last May was $5,511,- 
000,000. Dividing this by our 126 million citizens, we 
shall each receive only $43.50. I suspect that some of you 
are disappointed. I know that I felt so when I learned 
the figure. If each of us takes away from this party a sum 
so small as only $43.50, then before the year is out, before 
the month is out, before the week is out,—perhaps in some 
instances, before tomorrow morning,—the able, the frugal, 
possibly the designing will have gotten our $43.50 away 
from us and we will have to hold another “Share the 
Wealth” Party. As soon as we have lost our $43.50, we 
will, of course, demand another party. Needless to say, 
however, we cannot “share-the-wealth” every few minutes. 


Some program better than merely dividing up the outstand- 
ing currency will, therefore, have to be devised, if this eve- 
ning is to be a success. 

Let’s try another tack,—Let’s print more money so that 
we shall have more to divide. 

What nonsense! ‘This audience knows as well as I do 
that printing dollars until there are so many that they be- 
come worthless and then passing them around will get us 
nowhere. What good is a dollar, if it buys nothing? We 
know that worthless money is as dreadful a scourge as ever 
visited a country and that it drags everybody down,—rich 
and poor, and especially the great middle class. Austria 
taught us that. Our own Civil War taught us that. No 
sensible person would attempt to create wealth by merely 
printing money. 

In this connection, I must warn you that what we are 
doing in America today is as bad as what they did in 
Austria and will, if not stopped, involve us in like disaster. 
We are now creating vast additional national debt by issu- 
ing billions more Government bonds which banks are forced 
to buy. The banks can put these bonds up with the Federal 
Reserve and thus receive a corresponding amount of paper 
money or credit. This is the way that Germany destroyed 
its currency and France reduced hers to one-fifth of its 
former value. ‘This method may deceive people for a time; 
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but in the end it will prove as disastrous as printing green- 
backs. I hope that we will put a stop to this and stop it 
soon. 

What other method might we try? 

Shall we force up prices? Shall we clutter our statute 
books with laws restricting the output of factories, shorten- 
ing the hours of labor, increasing the cost of production, 
withdrawing land from cultivation and destroying its pro- 
duce? But stop and think! What sillier attempt to in- 
crease or to share wealth than to limit or destroy it? What 
good does forcing up prices do if salaries and other income,— 
and half of our people live on slow rising salaries and other 
income,—can’t keep pace? 

“If we had only one thousand hogs,” as Mr. Wilcox 
has pointed out, “and set the price at one million dollars 
a head, we shouldn’t be rich. We should be merely short 
of pork. By no process with which I am familiar can wealth 
or income be increased by any sort of division, right or 
wrong, fair or unfair. Only by increasing production can 
the trick be done. So long as the average per capita annual 
income for the whole population is only $400, I don’t see 
how everybody can take $5,000 out of the pot.” 

Unless we think of better ways than these by which 
to share the wealth, I am afraid tonight’s party may not be 
much of a success. 

But perhaps Senator LaFollette can help us at this 
point. Recently the Senator broadcast his idea of the way 
in which wealth in America could be distributed. He said: 
“Tet us assume that $100 represents the entire vast wealth 
of this nation and its people. Let us assume that 100 people 
represent our entire population. If we divide this $100, 
representing our total wealth, among these 100 people rep- 
resenting our total population, as wealth is actually dis- 
tributed in this country today, we get the following results: 
One person would have $59 out of the hundred; one would 
have $9; twenty-two people would have $1.22 each; and 
seventy-six, or all the rest, would have less than 7 cents 
apiece out of the $100, representing our total wealth.” 

Now I do not know what effect the Senator’s statement 
has on you; but, when I read it, I began to feel “hot under 
the collar.” Did you not agree with me, when you first 
heard it, that, even if reward should be proportioned to 
effort, it is going a little too far when two people out of 
a hundred own 68% of the wealth? And then, having 
gotten me into that mental state, the Senator went on to 
suggest that, by greatly increased taxation, those of us who 
have less should take these $68 away from those to whom 
they belong. This was my attitude until I looked into the 
matter. 


Now, the most interesting fact about this statement is 
that no two out of the hundred persons take $68 or any- 
thing like it. We need only remind ourselves of things which 
in a general way we already know, in order to realize how 
far from true is the Senator’s assertion that two percent of 
the people own 68 percent of the wealth or, if we approach 
his statement from the other end, that 76 percent of us own 
only 5.32 percent. 

You ask: Tell us how we know this? Answer: 

Over 40,000,000 people own 24 billion dollars of sav- 
ings bank deposits. 10,000,000 people own 8 billion dol- 
lars in building and loan assets. There are approximately 





60,000,000 ordinary life insurance policies (calling for 
ultimate payment of 110 billions) representing assets of 


$22,000,000,000. 


Thus, the savings bank, building loan and insurance wealth 
aggregates more than 54 billion dollars, or more than 22 
percent of the wealth of the country in the hands of the 
average Americans. 
But the average American is by no means through enu- 
merating his or her wealth: 
3,500,000 farms (more than half of which are free of 
mortgage) are operated by as many owners. With an aver- 


age value per farm of $8,200, these aggregate over $29,- 
000,000,000. | 


10,500,000 homes, not on farms, are individually owned 
and with an average value of $4,778, aggregate about 
$50,000,000,000. 

The value of the more than 14,000,000 homes owned by 
their occupants,—I am omitting the15,000,000 homes rented 
at an average monthly rental of $27 apiece,—is therefore 
nearly $80,000,000,000, and at least half the people in this 
country live in owned homes. 

Adding the 

80 billion dollars value of these homes to the 

54 billion dollars worth of savings and insurance, 


we have a total of 134 billion dollars in the hands of prob- 
ably 40,000,000 separate individuals in this country. To- 
gether with their dependents, these 40,000,000 people 
approximate 100,000,000 people or almost exactly 80 per- 
cent of the entire population. The total wealth of America 
in 1932 was, according to the most reliable figures, 247 
billion dollars. But we should deduct from these 247 bil- 
lions more than nine billions belonging to churches, hos- 
pitals, colleges, schools, orphan asylums, homes for the aged 
and other philanthropies (none of us wishes to rob them, 
although by reducing the value of our dollar through in- 
flation we will be doing just that) and about 25 billions 
belonging to the National, State, County, City and other 
governments. The total wealth privately owned is, there- 
fore, about two hundred and thirteen billions. In other 
words, 80 percent of the people (if we add the families of 
those in whose name all this property stood) own about two- 
thirds of the total wealth in America. 


As a matter of fact, these people own much more than 
I have mentioned. Some of them own small stores and 
other buildings (not homes), some of them vacant land 
(not farms). This sort of property is worth billions of 
dollars; but I have made no attempt to estimate its value 
because I can’t allocate it as between those whose total 
wealth is but a little and those who own much. I don’t 
know whether or not it is owned by the occupant, as in the 
case of a home or a farm. All I know is that there are 
millions who own their own little shops or other small 
holdings and that, in the aggregate, average Americans 
own several billions in this form of wealth. 

Average Americans own most of the 24 million pas- 
senger automobiles. If these cars were worth as much as 
$400 each,—and I am not such an optimist as to believe 
that!—these automobiles aggregate about $10,000,000,000 
in value. More than ten million of these people own most 
of the stocks of the corporations of America. The market 
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value in April of the stocks listed on the New York Stock 
Exchange alone is given at not less than thirty-three and 
one-half billions of dollars. They own bonds, mortgages, 
radios, phonographs, clothes, sewing and washing machines, 
mechanical refrigerators, furniture, commercial bank depos- 
its and billions of dollars of other wealth. No one knows 
how much they own; but when all of this miscellaneous 
and unenumerated value is added to that of their homes and 
savings, 80 percent of the people in the United States prob- 
ably own nearly three-fourths of the wealth of America. 

“But,” I hear you say, “I really knew all that in a 
general way before. Where did Senator LaFollette get 
such misleading statistics?” I don’t know; but I,will ven- 
ture a My guess is: From figures based on the 
records of probate courts taken at random in a few coun- 
When you remember that many estates 
are transferred without record or not probated at all and 
that wealth during probate is represented by but one per- 
son,—the late head of the family,—and that probate fig- 
ures indicate the distribution of wealth only at the end of 
life, when much has been lost or disposed of, you realize 
why Dr. King pointed out how unreliable such statistics are. 

Instead of blindly swallowing the statistics which Sena- 
tor LaFollette swallowed, spot check these and other figures 
that I have just given you from the census, Bureau of 
Internal Revenue, National Industrial Conference Board 
and other dependable sources. If you haven’t time at the 
moment, at least look about and see what you can see. 
For example, look over the families in your own city sub- 
urb or district,—your neighbors. Don’t most of them own 
Haven't many of them paid off their 
Don’t two or three of them own their own 
Haven't most of them paid for their furni- 
Don’t they have a few shares of stock, a bond or 
two, radios, phonographs, clothes, sewing or washing ma- 
refrigerators, furniture, a commercial 
bank account and all the other things which go with the 
typical American home? As a matter of fact, Senator 
LaFollette is wrong and the figures I have given you are 
right. You can easily verify most’ of them. 

However, this was to be a “Share the Wealth” Party; 
so let us divide the 213 billion dollars of private wealth 
in America, even if 80 percent of us have three-quarters 
of it already. When the operation is completed, shouldn’t 
we come out with about $1,700 apiece? At least let’s try it. 

But how are we to proceed? Obviously, it will be 
difficult to allocate 10,000 kinds of real estate and com- 
modities amongst 126 million people. Let us begin on 
something easier and better worth while. Let us begin by 
dividing the factories and mines of the Ford Motor Com- 
pany. What more attractive bribe to voters could a poli- 
tician offer than a promise to distribute the wealth of the 
Ford Company as the price of political support? True, 
if the Ford Company were to offer money to buy votes, 
it would be universally and justly denounced. But now-a- 
davs we have the curious spectacle of demagogues who 
undertake to buy votes, not with their own money, but 
with the fortune that belongs to Mr. Ford. Is this any 
less criminal? ‘The money is the same. The votes are the 
same. The only differences appear to be that in the latter 
case, the purchaser uses not his own money but money 
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which he proposes by exorbitant and destructive taxes or 
by some other method of confiscation to take from Mr. 
Ford! And the second difference is that instead of calling 
it a crime under the Corrupt Practice Act, he calls it 
“social justice.” 

But before we proceed with this program, let us con- 
sider just how we can do it. How can the vast productive 
plants and machinery of the Ford Company be divided? 
Does it occur to us that the wealth they represent can be 
had only by using them, not by taking them? And every 
sensible American knows, too, that, if taken over by the 
Government, they cannot be operated by politicians or theo- 
rists and still remain a source of wealth. 

Mr. Cameron, of the Ford Motor Company, has 
pointed out all this; but in addition, he has explained how 
the Ford Motor Company already actually does dis- 
tribute wealth. During the first three months of the cur- 
rent year, Mr. Cameron tells us, the Ford Company made 
almost 400,000 cars. For every car made a railroad or 
shipping employee received $22 in wages; a worker in a 
rubber factory received $12.50; a worker in a steel mill 
received $12; a coal miner $2, and so on. The Ford Motor 
Company and its direct suppliers distributed $120,000,000 
in wages alone, without mentioning second, third and fourth 
hand wage payments of more remote suppliers. 

In short, the Ford Company clearly illustrates the only 
practicable way to distribute wealth that the world has 
yet found. You cannot divide an automobile factory 
amongst the people of the United States. You cannot take 
a railroad system apart and distribute it. Neither the fac- 
tory nor the railroad would run. Unless operated, each 
would be worthless. An idea so silly needs no further dis- 
cussion. If carried out, it would wreck the country and 
the welfare of all the people in it. 

Dividing the stock of the Ford Motor Company among 
the 126,000,000 of us would be, of course, equally futile 
and equally disastrous. What worthwhile benefit would 
each of us derive from our share of such stock with a 
market value of, say, five or six dollars with, say, thirty 
or thirty-five cents of earnings out of which might be paid 
to each of us perhaps twelve or fifteen cents in dividends 
on a prudent basis during a prosperous year? How long 
before every idle and wasteful person would have sold 
his holding for $2.00 or $3.00 and be again demanding a 
redistribution? Could any more likely method be found by 
which to discourage, cripple and destroy the work and 
genius of a great inventor, organizer, manufacturer and 
philanthropist, whose labors have so signally advanced the 
progress of humanity? 

Right here, let us pause long enough to consider the 
program of Senator Huey Long. Senator Long proposes 
to give each of us a home worth a minimum of $5,000, 
together with all desired home comforts, by stripping those 
who have fortunes of more than $2,500,000 of all in excess 
of that sum. But this partial distribution of wealth works 
out much less per person than the plan which we have 
just considered. It would not yield the $5,000 home, with 
or without the comforts. Assuming the confiscation 
which Senator Long proposes, those of us who would 
benefit by the operation would hope to receive on the aver- 
age, at most, about $135. Actually we would receive 
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nothing of value. The assets distributed would have been 
rendered worthless. Furthermore, our industrial and eco- 
nomic system would not within the lifetime of any of those 
here present recover from such a blow to initiative, energy, 
thrift and ambition which alone accumulated or ever can 
accumulate the wealth which Senator Long proposes to 
confiscate. 

Let me here frankly admit that, up to this point, this 
evening’s “Share the Wealth” Party must be as disappoint- 
ing to you as it is to me. In the first place, we have 
found that simply sharing the money of the country amounts 
to nothing. In the second place, Huey Long’s “Share the 
Wealth” plan is impracticable and won’t work. In the third 
place, four-fifths of us own three-quarters of the wealth 
already. 

This last fact imposes an obligation on us. 

We must care for the sick, the destitute and the orphan. 
We have always done this. We are doing it now. Never 
has the world seen such liberality. In many districts this 
outpouring is characterized by such waste and extrava- 
gance as are little short of scandalous. But beyond what 
is necessary adequately to care for relief actually needed, 
why should we, who by our industry, our thrift and our 
ambition have accumlated half the homes and three-guarters 
of the wealth of the country and with our wives and child- 
ren constitute four-fifths of the population of the country, 
distribute what we have accumulated to be squandered by 
others? 

Let us, however, try another plan. Why not distribute 
income? No less an authority than our Secretary of In- 
terior has stated: “Two percent of our population takes 
80 percent of the national income.” Doesn’t this statement 
offer a more promising line? 

But at the very outset, it appears that the statement is 
not true! To begin with, 60 percent of the population of 
the United States are children and dependents with no 
recorded income. Obviously, however, they share in the 
national income and all figures are subject to a major ad- 
justment for this reason. The next fact is that at least 60 
percent of those who do share the national income receive 
approximately 80 percent of the whole. 

Nevertheless, let us tax away from those who have 
large incomes all above a certain amount. From those 
persons who in 1933 numbered 962 and each of whom 
had $150,000 and upwards (after present Federal income 
taxes), let us take all that they receive above that amount. 
Then let us distribute the proceeds among the 126,000,000 
persons with less. What will those who have less gain in 
actual income if we make the impossible assumptions that 
the income so distributed will continue to come in and won’t 
be lost in the distribution? Those who think they would 
benefit may well pause before attempting this major op- 
eration, when once they realize that their total gain would 
be fifteen cents per month per person. In other words, 
there would be no worthwhils gain whatever. Will not 
even the most cynical grant, however, that once the nature 
and consequences of such an operation are understood, the 
votes of America cannot be bought for fifteen cents a month? 

But let us assume a still more widespread confiscation. 
Let us assume that from all with incomes over $5,000 
there would be taken everything that they receive over and 


above $5,000 (after present Federal income taxes). How 
much will this increase the per capita income of those who 
receive less than $5,000? The answer is $2.32 per month. 

Is it more than the simple truth to say that anyone will- 
ing to look the consequences in the face will realize that 
such a program, devastating in its effect on thrift, indus- 
try, energy and ambition, will injure everyone, including 
its beneficiaries, far beyond the $2.32 a month? If we 
take from the thrifty, the industrious, the energetic and the 
ambitious the larger incentive which they now have, is 
there any question in the minds of anyone that the aggre- 
gate income upon which, in the long run, we must all de- 
pend, will suffer more than $2.32 per capita per month 
and that everyone of us will be much the poorer? 

Some of those who urge sharing the wealth will say 
that my approach to the program is unfair,—that they do 
not propose that all those whose incomes are less than $5,000 
a year shall be permitted to participate. ‘They may say, 
for example: 

“Confine the distribution of income taken from all 
those who have more than $5,000 (net) to those who have 
less than $1,500 a year and then the distribution will be 
worthwhile.” 

I can tell you right away what difference per person 
this would mean. The result would be, not $2.32 per 
month for each, but $3.58 a month. At this point, may I 
not try to assume the role of a practical politician and 
point out to the advocates of wealth sharing that $3.58 a 
month is not a sum sufficiently large, at least so I suspect, 
to buy enough votes to accomplish such an economic and 
social disaster,—such a crime against the industrious and 
thrifty, the backbone of America. 

To this someone may reply: 

“Then let’s confine the distribution to a still smaller 
number so that enough votes will be attracted to put through 
this program.” 

Very well. Let us consider a more limited distribution, 
—let us consider a distribution amongst all those with 
income, say, less than $1,000. This works out at $5.80 per 
person per month. This amount is so small that I doubt 
whether it would attract many votes. Here let me add that, 
contrary to what appears a prevalent opinion, I person- 
ally do not believe that the votes of America can be bought. 
But, for the benefit of demagogues who do, I must utter 
a word of caution along different lines. The total number 
of people who would share in this class is approximately 
19 million of whom about 7 million are possibly of voting 
age. My prediction is that, once they understand the dis- 
astrous consequence of such a distribution and the fact 
that, of the $5.80 monthly income promised, most would 
be destroyed and practically nothing left would escape the 
waste of politicians, the total vote to be had from this class 
would dwindle to a million or two at the most. Mean- 
while, they would have alieniated not merely the relatively 
few from whom the money would have been filched, but 
the four-fifths of our population who would not participate 
in the distribution but who on the contrary would find their 
business, employment and other interests ruined in the gen- 
eral wreck. 

Another criticism of these figures may be offered,— 
that, in obtaining the result of $2.32 a month for everyone, 





























702 


Vital Speeches of the Day 





[Vol. I, No. 22 





I have included children. This true. If we include only 
persons over twenty years of age,—75,166,055 adults,—the 
monthly distribution per adult would be $3.90,— not $2.32. 

I presume that you get about as little satisfaction out of 
all this as I do. In other words, ladies and gentlemen, 
when we face the actual facts and figures, sharing the income 
is like sharing the wealth, a delusion and a snare. 

But let us study this program further. For example, 
let us consider what will happen to each person’s $2.32 so 
Will the $2.32 remain the property of the bene- 
ficiary? Before a month or even a week is over, will not 
the $2.32, as in the case of the $43.50 of currency, have 
found itself again in the pockets of the frugal, the saving 
and perhaps the designing ? 

To meet this difficulty, it has been proposed that the 
Government, run by the politicians, shall spend this money 
to provide facilities for health, comfort and recreation of 
which the masses cannot be deprived. 

At this point, we may well pause to consider the lessons 
which Americans are now learning as to what becomes of 
benefits provided by politicians out of taxes. We are learn- 
ing how little wealth finally reaches the public after it 
has passed through the hands of bureaucrats and _politi- 
cians. Revelations coming from all over the country in 
relation to Government expenditures for relief and public 
works prove how impossible it is for such confiscation and 
distribution to be efficient or even honest. 

Furthermore, we are learning what the authors of our 
Constitution learned from their experience with bureau- 
crats and politicians and from their studies of governments 
since the dawn of history,—that we should support only 
those Government officials needed for the administration 
of justice and certain elemental functions of government 
and that we should desperately defend ourselves against 
politicians and bureaucrats who add nothing to the produc- 
tion of wealth but who serve only to waste and squander. 
We are learning that not for long can a community divide 
amongst its members more than they produce and that all 
officials not absolutely necessary to the administration of 
vovernment should be put to work in private and useful 
production by which alone can a nation profit. In the long 
run a nation cannot share what it does not.produce. 

Let us consider other and serious consequences of the 
“Share-the-Wealth” program. If by inciting my neighbor 
to greater industry, thrift and intelligence, I permit hisa 
to earn $10,000 a year or more as against the proposed 
limit of $5,000, I have encouraged him to increase the 
national income. ‘Thus, through additional business ac- 
tivity which results because of his greater purchases and 
his larger payments for services, I may hope, directly or 
indirectly, to secure a total participation of, say, $4,000 
in this total activity. On the other hand, would I not be 
extremely foolish from any standpoint,—even from a purely 
selfish one, if you please,—if I limited his possible earnings 
to $5,000? By thus restricting his expenditures for lux- 
uries and semi-luxuries as well, business is diminished, the 
rational income decreased and I myself can participate in 
that income only to the extent of, say, $3,000,—a net loss 
to me of $1,000 a year. Will we, any of us, be better off 
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in America with all incomes so reduced ? 
As an instance of what this would mean, bear in mind 





that a part of the greater number of workers required to 
produce a $5,000 automobile will be thrown out of their 
jobs by the creation of a situation in which nobody remains 
who can afford a $5,000 automobile. Only one-fifth of 
the men thus discharged can hope to be employed in the 
production of additional low-priced cars,—the only type 
of car which those whose incomes have been so reduced 
can then afford to buy. The higher priced car may excite 
my envy when I see someone else riding in it; but, if more 
men are thrown out of employment because manufacture 
of this type of car is stopped than are employed in substi- 
tuting lower-priced cars, have I gained anything or have 
I lost? Will these idle men employ me? Or buy my goods? 

The first thought that may occur to us is that, by the 
distribution of the higher income amongst all people with 
less some may be able to buy low-priced cars who other- 
wise would go without. But $2.32 a month, the share of 
each in the income so confiscated,—if indeed anything re- 
mains by the time it is distributed,—will not even main- 
tain an automobile, let alone purchase it. Is there wisdom 
in increasing unemployment by this method ? 

Of course, there are other serious and equally obvious 
disadvantages in such program of confiscation and distri- 
bution. Today we are reported to have more than ten 
million persons idle. If we reduce the higher incomes to 
$5,000 net, out would go practically all chauffeurs, do- 
mestic servants above one to each household,—in most cases, 
all of them,—and all those employed in the production of 
luxuries and semi-luxuries, such as expensive jewelry, the 
larger pianos, phonographs and radios, many of the sports 
goods and the higher grade furs. The most curious, un- 
thought of and far-reaching results will follow. For ex- 
ample, television will be delayed still longer; for we will 
be unable to afford the sets,—at least the earlier sets. 
No artisan or mechanic could hope again to build houses 
with more than one bathroom. All waiters in high priced 
restaurants would be out of a job; for in those of lower 
price and cafeterias, fewer waiters are needed in proportion 
to the number of patrons. 

Estimates of the number of people who would be 
driven from employment by such a program are difficult 
and unsatisfactory. Normally there were nearly two and 
a half million persons engaged in domestic service alone 
in the United States; but, in 1932, the depth of our de- 
pression, these had been reduced to 1,412,878. Perhaps at 
least one and a quarter million of them will be out of jobs 
and with their dependents on relief, if the “sharers-of- 
wealth” have their way.. To the thoughtless this may 
mean little, because they may be envious of the employ- 
ers,—those more fortunate in this world’s goods who can 
employ servants. Thus the real problem is overlooked; 
namely what is to become of those now so employed. Is 
there no sympathy for them? Are they to be sacrificed 
to envy? 

Domestic servants constitute but a part of those who 
would be added to the dole. Only someone who has visited 
Russia in recent years and seen the situation there, can 
realize what surprising and fantastic results we will have 
forced upon us by any such a program as this. In fact, as 
a means of doubling unemployment instantly and perma- 
nently I can think of nothing more effective than a pro- 
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gram by which all incomes above $5,000 (net) would be 
confiscated and peddled out at the rate of $2.32 per month 
to those who have less. The mere suggestion of such a pro- 
gram, if taken seriously, will so destroy confidence that 
what private construction. enterprise is left will largely 
cease, including investment in housing, industrial expan- 
sion and new projects generally. 

All of this, once we face it, is obviously true and dis- 
couraging; but there is another and very important con- 
sideration which seems to have escaped attention. Upon 
what do our durable goods and construction industries 
depend? As we have so painfully learned in the last five 
years, an absolute essential to these industries are capital 
investments. Very little construction is undertaken in these 
United States and very few durable goods bought except 
by purchasers who are assisted in their purchases by sub- 
stantial loans. And whence comes the money from which 
to make these loans? It comes from those who save and 
either directly or through building and loan associations, 
saving banks, insurance companiees and other institutions, 
create funds out of which these loans are made. If all 
income above five thousand dollars (after present Federal 
income taxes) is taken from those whose ability commands 
higher figures or who receive their income from property 
inherited, or in other ways, how much money will be loaned 
directly by persons so deprived or by the institutions with 
which they have hitherto invested their savings. No one 
can answer this question exactly but everyone knows that 
practically all the available capital for construction purposes 
comes from these sources and very little from those who 
would receive the $2.32 a month,—if it ever reached them. 
As a matter of fact the $2.32 itself would go into petty ex- 
penditures and cease to be available for the projects, great 
and small, that are absolutely essential if construction in 
America is to be resumed and our idle re-employed. 

If the fatal effect of such a program is not immediately 
apparent, consider what would have happened had it been 
followed from the colonization of America to the present 
time. Before Jamestown, America was operated by the 
Indians on a crude collectivist system,—the share the wealth 
plan. A communistic plan was tried even in your first 
settlement; but was discarded, after which Virginia began 
to prosper. This turn im the tide of the affairs of Vir- 
ginia was due,—as has been pointed out by one of the 
greatest sons of this Commonwealth, Chief Justice Mar- 
shall, in his historical writings,—to abandonment of the 
communistic system and the spur to individual initiative, 
industry and thrift which resulted. With almost no ex- 
ceptions since this continent was first settled by the white 
man, wealth has been constantly accumulated. After pay- 
ing for food, clothing, rent and other expenses of living, 
the backbone of our nation has always invested the bulk 
of what was left over as a means of increasing income, 
securing comforts for old age and protecting the widow 
and orphan. This is the fund from which has come the 
great advances of this country. 

It was not George Stephenson alone who made possible 
the modern railroad. ‘True, he invented the locomotive.— 
now grown to have the strength of five thousand men, 
though driven by two. But great locomotives alone did 
not make the railroads. A much more important factor 


entered in. The savings of millions of self-sacrificing in- 
vestors, with eyes firmly fixed on the necessities of old age, 
on the education and protection of their children and on 
similar objects, made possible not only this same locomo- 
tive, but also the tracks and roadbeds which it travels,— 
in short, the modern railroad system. The durable goods 
and construction industries cannot be restored to their 
normal activity if we dry up the source of capital upon 
which these industries absolutely depend. And, if the dur- 
able goods and construction industries are not restored to 
normalcy, then we have permanently unemployed the 5,000,- 
000 directly dependent upon them and the 5,000,000 more 
who cannot hope for an adequate income, because they in 
turn depend upon the others. The attempt to produce the 
same results by any system other than the American system 
would require our government to follow Russia with its 
communistic confiscation of wealth, or Italy with its Fascist 
system, struggling to substitute government as the chief 
energizing force with private industry subordinated. Then 
will follow the usual taxes so exorbitant as largely to com- 
plete the destruction of private activity and to degrade us to 
the lowest standards of living, while industries languished, 
unemployment increases and the Government becomes in- 
creasingly overburdened with the support of the idle. 

Let us look at the “Share the Wealth” idea from one 
more angle: 

Some advocates of wealth sharing are so convinced of 
its value that they blame the present depression upon in- 
equality of wealth. Their reasoning is that of late too 
much wealth having accumulated in the hands of a few, 
these few have invested too great sums in manufacturing 
plants and equipment and thus brought about over-pro- 
duction. Because of this over-production, so these theo- 
rists say, the depression came about. To them the remedy 
seems obvious: Take away the wealth from those who have 
it, stop their over-investment and, presto, there is and will 
be no more depression. As a matter of fact, the figures 
show,—and this investigation is one of the recent and real 
contributions to economic science—that the proportion of 
net national income expended for new plants and other 
capital investment has for a decade and more remained 
almost constant. Thus is an interesting theory demolished. 

Looking towards the future, whatever may have hap- 
pened in a few lines of industry, such as transportation 
where railroads were unexpectedly challenged by motor 
car, bus and truck, we are utterly under-built from the 
standpoint of the more abundant life and the possibility 
of an adequate share for everyone. 

Are our people to have a really increased share of 
national income? In 1929, when our national income 
reached its highest peak as yet,—$83,032,000,000—a time 
when our factories, broadly speaking, were running at 
the utmost practical capacity,—the average share per family 
was approximately $2,200 per annum, which yielded only 
moderate comforts. In other words, approximately half our 
families received less than a moderate income. If these fami- 
lies are to be brought up to, say, no more than the modest 
level of $4,000 a year, then the plant and equipment facili- 
ties of this country must be vastly increased ; because, without 
such increase, it is physically impossible to produce the 
quantity of goods and service which these families need to 
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bring about this result. This simple fact makes clear that 
instead of our millionaires and more modest investors hav- 
ing, in their desire for greater wealth for themselves, over- 
built the facilities of the country, they have, on the contrary, 
not built sufficient facilities. What must be obvious to 
every practical student of the problem is that we should not 
take away from our millionaires and our potential mil- 
lionaires the possibility of accumulating those funds which 
will give the country greater facilities for the production 
of wealth. On the contrary, what we need is fewer dema- 
gogues who talk about the more abundant life but who 
do not know how to obtain it and who in their blun- 
dering experiments defer its realization. What we need 
is more investors intent on profitable investments for the 
production of goods so that all ambitious and industrious 
people may have a genuine chance actually to earn and 
enjoy the abundant life. 

There is much foolish speech on the subject of wealth 
in the hands of those who do not earn it. So long as wealth 
has been built up by those who exercise due regard for the 
rights and welfare of others, few people at heart begrudge 
the success of the builders of great fortunes. It is generally 
acknowledged that relatively few men attain great wealth 
without, at the same time, bringing benefits not only upon 
their associates and their employees but also upon their 
customers and the communities in which they live. There 
are, however, many of us who are envious of those who 
inherit wealth. Is not this, however, a short-sighted atti- 
tude on our part? In the first place, it was often because 
of his desire to provide for his widow and orphan that 
the builder of a great fortune struggled and saved as he 
did and brought to his fellowmen those benefits which the 
building of his future gave. ‘To have weakened these 
incentives would never have helped the rest of us. 

But it is also true,—and this fact is often overlooked, 
—that the inheritor of wealth, frequently without the 
slightest realization of the fact, also contributes in a less 
striking but no less substantial way to the general welfare. 
These reservoirs of capital are the sources from which 
great projects are financed. The mere passage of the owner- 
ship of such wealth from father to son does not sterilize 
its usefulness. It still seeks the management of those who 
have new projects to finance with new and productive ex- 
penditures for workers and others. The idea that these 
reservoirs can be subjected to exorbitant inheritance taxes 
of 60 percent and up and thus within a generation or two 
be destroyed without doing injury to the national progress 
is short-sighted and mistaken. Do not be mislead,—those 
who enjoy great incomes would find it wholly impracti- 
cable so to segregate their wealth and so to isolate it that 
it would no longer serve humanity. These fortunes must 
be employed, else there is no income to their possessors. 
The inheritor may contribute nothing personally beyond the 
use of his wealth; but the use of that wealth is none the 
less desirable for the national welfare. It is, of course, 
clear that he ought to spend his income without injury to 
his fellow mortals or to himself. But, however critical we 
may be of those who spend interest and dividends, let us 
not lose sight of the fact that the way to deal with them 
is not to destroy their wealth but to create standards of 
ownership and obligation. The condemnation and disgust 


with which those who failed to observe these standards are 
regarded is now general and constitutes the most prac- 
ticable method of dealing with the problem. Such stand- 
ards have been definitely formulated in America by such 
inheritors as the Rockefeller and Carnegie families and 
many others less in the public eye but equally high-minded. 
Their fortunes continue to aid the industrial developement 
of the country and give and add employment to hundreds 
of thousands of persons, while their incomes never fail to 
respond to worthy calls in other fields. 

In short, the squanderings by politicians of the proceeds 
of inheritance taxes will never make up for the destruc- 
tion of the resources needed to back new or expanding 
private enterprises. 

In providing for these additional facilities necessary 
to manufacture and distribute this greater abundance, not 
only will the capital so provided be employed but also all 
those now idle who can be persuaded to go to work. When 
we have completed the provision of those facilities, the 
need for which we now clearly see, there will undoubtedly 
have been created new wants and new industries to supply 
them which are as yet undreamt of. A great industrialist has 
pointed out that half the people that visited the Century of 
Progress Exposition in Chicago in 1933 were dependent for 
their incomes upon industries which were unknown at the 
time of the Chicago Exposition in 1893. The percentage of 
people gainfully employed in this country has grown from 
37 percent in 1890 to 40 percent in 1930. The gain in 
the number employed in manufacturing was even greater; 
namely, from 8.4 percent in 1890 to 14.3 percent in 1930. 
Indeed, we have not even approached the abundant life for 
all in this country. Our problem is three-fold: 

How to increase the incentive to provide the capital 
needed ; 

How to increase the incentive for efficient management 
of that capital; 

How to increase the incentive to those willing to 
work and thus share the wealth in the only way practicable. 


Some few there are so impressed by the discrepancies 
in individual incomes that they would prefer smaller in- 
comes for themselves in order that such contrasts might 
be removed. Not only is this misguided from the stand- 
point of the individual himself, of our general welfare 
and of our great institutions and our future progress, but 
it is fundamentally unjust. The man who toils and strug- 
gles and saves is, as a matter of simple justice, entitled to 
a larger share than the man who loafs or works occasion- 
ally and spends all that he receives. It is true that, through 
defects in our system, those who toil and strive and save 
do not always receive the amount to which proportion- 
ately they are entitled and that sometimes, having received 
it, they are swindled or lose it through no fault of their 
own. Furthermore, some never have the opportunities to 
excercise the initiative and ability which, under more 
favorable circumstances, they would have displayed. This 
is not an indictment of the American System; but con- 
stitutes a criticism of some features of it and of our legal 
system. To no small extent, they are matters which growth 
may be expected to correct. Much has been done along these 
lines. 


In no other country and in no other age has the obli- 
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gation to help the child, aid the sick and restore all to em- 
ployment been so clearly recognized. Especially in the field 
of education has a greater and more even distribution of 
advantages taken place. We must, however, go further 
and particularly we must assure a more speedy and certain 
administration of justice. It is along these lines that our 
desire to increase social justice should lead us. 


Is it not becoming clear that this Administration is 
eager by increased income taxes, by increased corporate 
taxes, by inheritance taxes, by destruction of the sources 
of capital for private investment, by attacks on the char- 
acter of the bankers, of business men, and all who dare to 
criticize, by self-assumptions of ability and of purity of 
motive not characteristics of politicians, by domination of 
banking, by abolition of utility holding companies and 
holding companies in general, by regimentation of busi- 
ness, by regimentation of agriculture and all businesses 
that deal with agricultural products,—in spite of the Con- 
stitution, if possible, by constitutional amendment, if nec- 
essary, to break down the American System and convert 
our industrial operations, our systems of communication, 
all our major activities into a bureaucratic system of gov- 
ernment, dominated by a small group of politicians? 


Americans number only six percent of the people of 
the world; yet produced in 1933, at the bottom of our 
depression, more than one-third of the total of all commodi- 
ties and services produced in the world. In more normal 
times they produced 45 percent of the total. Nor have 
the benefits of the American System been confined to ma- 
terial wealth alone. In three centuries we have built up 
greater philanthropies, religious institutions, better hospi- 
tals, a more remarkable array of institutions for private and 
higher education, for research, for relief of the sick and 
the infirm and the aged and orphan than any other popu- 
lation since the world began. The total for benefactions 
for these purposes has averaged more than one-half billion 
dollars per annum and in some years has almost trebled 
that amount. Anyone who tampers with the American 
System tampers with the advance which this System has 
made possible in religion, education, health, research, art, 
literature and all the other beneficient activities which it has 


made possible. Let us ponder well any radical amendment 
to a system which has given such results as these. 

We hear much of “social unrest” in these days. But so 
long as we pursue economic policies which threaten the 
elimination of all profit, which strike at the rewards of 
energy, ambition and frugality, necessarily business hesitates, 
new projects wait, unemployment continues and social unrest 
increases. In America there has been no period of normal 
industrial activity during which any substantial measure of 
social unrest existed. Today, if business were permitted to 
begin upon a program which definitely offers some 85 billion 
dollars of accumulated demand in the durable goods and 
construction industries, no man who wished a job would 
be without one. Social unrest would be unheard of. How 
serious is the responsibility of those who, theorists or poli- 
ticians, continue to block recovery ignorantly or deliberately 
and are themselves both the obstacles to recovery and the 
causes of social unrest ? 

I have said nothing of the threat to liberty, if we con- 
tinue to permit the creation of a great centralized auto- 
cratic government,—nothing of a liberty more important 
than wealth or income or anything else. But nothing need 
be said at Charlottesville. Nothing need be said in Vir- 
ginia. All over the Union men are gazing with unbounded 
sympathy and admiration at the stand of both Senators 
from this State in their defense of the American Constitu- 
tion and the American System. 

Upon a nearby hill there stands a monument erected to 
the Founder of this great University. He himself designed 
this monument and wrote the inscription. In this inscrip- 
tion he appraised his long, varied and useful career. Omit- 
ting all references to his services as Governor, Ambassador 
or President, he described himself as: 


‘ 


‘,.. Author of the Declaration of American Independence, 
of the Statute of Virginia for Religious Freedom and 
Father of the University of Virginia.” 

Two of these three crowning achievements relate to 
human rights and human freedom. 

Today we face a powerful and insidious attack upon 
these same rights and this same freedom. Shall we defend 
this glorious heritage? I thank God that in this defense, 
Virginia already leads the way. 


In Search of New Frontiers 


By HENRY A. WALLACE, Secretary of Agriculture 


Delivered at the Biennial Convention of the National Federation of Business and Professional Women’s Clubs, Seattle, 
Washington, July 18, 1935 


AM delighted to be with you and to take part in a 

I convention whose threefold theme asks women to unite 

for effective democracy, security, and opportunity. It 

is the theme of the hour. If the women of the land will 

hammer away at it with persistence and skill, it is possible 

that slower-witted man may ultimately get the idea. You 
may really be starting something here. 

You have dedicated this banquet to The Magnificent 

Pacific, and to the goal of perpetual peace among all nations 

bordering the Pacific. For this goal there can only be ap- 


proval. Because of the trend of my remarks tonight, how- 
ever, I wish to make another use of the Pacific, and that is 
to remind you that here, on the shores of the Pacific, we 
have reached the end of the American real estate frontier. 

In less than 300 years our people conquered, exploited, 
and settled a country as large as the whole of Europe. 
Things happened to our national psychology in the process. 
With a frontier always awaiting conquest, as the historian 
Turner has pointed out, it was as if we were always begin- 
ning our national life over again on that outer edge. We 
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were a young nation, on the march. The East became the 
“old country,” the frontier the new; it was mother country 
and her colonies all over again. The East had the money, 
a growing respect for property and for political and eco- 
nomic conservatism; the western frontier had the debts, 
valued Jefferson’s rights of man far above property rights, 
and openly espoused majority rule and other radical notions. 

The apprehension of the East arose early, and has stayed 
late. Gouverneur Morris of Pennsylvania, in the Consti- 
tutional Convention of 1787, sternly declared that “The 
busy haunts of men, not the remote wilderness, are the 
proper school of political talents. If the western people get 
the power into their hands they will ruin the Atlantic inter- 
ests.” Accordingly Morris almost succeeded in writing into 
the Constitution a provision that the Atlantic States should 
always have a larger representation than the western States 
in Congress. 

Similarly that representative of Virginia tidewater aris- 
tocracy, John Randolph, called the western desire for ma- 
jority rule a belief in “King Numbers,” and in common with 
many others he feared an unchecked democracy as a menace 
to minority rights, established institutions, and vested inter- 
ests. As late as 1847 Justice Campbell, writing to Calhoun, 
shuddered at the views and behavior of the frontiersmen. 
“T have very great fears,” he wrote, “that the existing terri- 
tories of the United States will prove too much for our gov- 
ernment. The wild and turbulent conduct of the members 
upon the Oregon question and their rapacity and greediness 
in all matters connected with the appropriation of the reve- 
nues induces great doubt of the propriety of introducing new 
States in the Union as fast as we do... I do not wish to 
increase the number till the New States already admitted to 
the Union become civilized.” 

The point of view lingers, for it was not so long ago 
that the phrase, “sons of the wild jackass,” was born. 

Yet despite these sectional differences, the conquest of 
a physical frontier contributed to national unity. For one 
thing, as a youthful nation on a rich continent we worshipped 
growth, and the limitless frontier swallowed all contrary 
philosophies. Cotton Mather might complain that in the 
new settlements the “untaught families are like to Perish 
for Lack of Vision,” and a long list of eastern statesmen 
might fear western radicalism, but the westward course of 
empire was too powerful a national drive to be stopped by 
the complaints of the pious or the fears of the standpatters. 

For another thing, in keeping with American traditions, 
the existence of a vast unconquered frontier made effective 
democracy relatively easy, offered limitless opportunity and 
a large measure of economic security to every able-bodied 
citizen. In times of crisis, the frontier was our safety-valve. 
Industry, hit by a slump in dernand, could advise the unem- 
ployed to go West. Eastern tarmers, drowned by the flood 
of produce from cheaper and richer lands to the west, could 
carve out a new stability for themselves in the western plains. 

In such a situation competitive capitalism can proceed 
under full steam. There is no popular demand for any re- 
strictions on a condition of free competitive endeavor wherein 
every individual goes forth to grab all he can wherever and 
from whomever he can. 
gone and the country begins to fill up, trouble begins. The 
But once a continent is conquered, once the frontier is 





prime requisite for a successfully operating competitive 
capitalism—abundant resources and relatively few people to 
use them—has disappeared. Other forces which seem in- 
herent in capitalism begin to operate. Competition for natural 
resources becomes dangerous to national welfare. Capitalistic 
survival of the fittest may come to mean merely survival of 
the shrewdest or the luckiest. Economic freedom, if it means 
freedom to amass millions upon millions of dollars, freedom 
for a few to contro! the eccnomic destinies of millions of 
their fellow-citizens, must end in a species of despotism which 
no society can tolerate. When the frontier is gone, capital- 
ism’s traditional emphasis on the individual as an unrestricted 
money-making machine collides with new realities, the chief 
of which is that in a modern, settled land, with its delicate 
economic machinery and its obligations of interdependence, 
every man cannot do wholly as he pleases. 

By our conquest of the frontier, we have lost an eco- 
nomic and social safety-valve. As believers in capitalism, we 
have destroyed the conditions which permitted it to work 
to best advantage. As believers in national unity, we have 
lost an effective unifying force, 

Every nation continues as a nation by virtue of certain 
unifying forces and despite the presence of many dividing 
forces. A common language, a common racial inheritance, 
common traditions, and common political ideals can hold a 
people together, but in times of crisis even more powerful 
forces may be required. In such times nations turn in de- 
spair to the conquest of a frontier, or to the prospect of 
imperialistic gain (foreign frontiers), to war or the threat 
of war, to monetary inflation, to communism or to fascism. 

We have had experience with several of these forces. 
Perhaps our experience with the conquest of the physical 
frontier has been happiest of all, even though a few genera- 
tions of unrestricted exploitation have presented us with 
grave problems of conservation and utilization. In any 
event, the western frontier is now only a memory. We can 
never again unite on a great drive into the new lands, the 
virgin forests, and the rich mines of the West. 

As for the other available unifying forces, we know 
something about imperialism, but I can detect no sentiment 
in the United States today for an imperialistic drive. Simi- 
larly with war, or the threat of war. If we can keep our 
eyes open, if we can practice neutrality as well as preach it, 
we surely have better than an even chance of staying out 
of war. 

Communism and fascism have a striking similarity in 
their ability to act as a unifying force. They build up a 
sense of national unity much like the unity engendered by 
war. Like war, they begin and end with physical force, and 
their final outcome is likely to be as futile and as devastating 
as the final outcome of war. 

Manv competent observers believe that communism has 
little chance to take hold in America but that fascism, in 
some tvpical American manifestation, might easily follow a 
period of national chaos. There is a danger that the feudal- 
istic aspect of fascism will appeal to certain industrialists who 
consider it perfectly proper for enormous economic power to 
be concentrated in their hands, and who would embrace 
fascism in order to stave off the arrival of a genuine eco- 
nomic democracy. 


Finally these is the possibility of inflation. Inflation 











July 29, 1935] 





Vital Speeches of the Day 707 





temporarily achieves unity of purpose by distorting men’s 
judgment as to eventualities. It arouses universal excite- 
ment and hope of millennial gains just as war or fascism or 
communism does, and like them fades out as the excitement 
passes away and the distorted judgments recover perspective. 

If only those who talk so glibly about monetary matters 
would see that beyond money there are always certain physical 
realities. Beyond money there is always and everlastingly 
the problem of proportioning the maximum productive ¢’- 
forts of the people. Where there is basic disproportion of 
these productive efforts, the disproportion sticks out like a 
sore thumb the moment the flood of money dries up. In- 
flation temporarily conceals this problem, much as the foreign 
loans of the twenties concealed the true nature of our for- 
eign trade problem. 

If we no longer have a physical frontier to conquer as 
a unifying force, if we haven’t the appetite for imperialistic 
drives, if we scorn war or communism or fascism or in- 
flation, how can we obtain the necessary national unity of 
purpose? The old efforts to obtain unity failed to provide 
anything enduring, it seems to me, because they were based 
on greed, and prejudice, and fear, and hatred, on the hope 
of banding together to resist, grab, or conquer. Is there 
somewhere a new frontier which can provide the necessary 
national unity? 

I am convinced that there is, and I believe it will be 
found in the long struggle to achieve an economy of 
abundance. The physical base is obvious. We know that 
technology has made abundance possible, and that increasing 
numbers of people are aware that this is so. The real 
struggle will be in the domain of the mind and spirit. The 
test will come when men are asked to obey the implications 
of economic interdependence, and to substitute cooperation 
for conflict as the basic rule of their economic life. 

No one has the blueprints for this frontier. No one 
can say how long it will take us to conquer it, or whether, 
in truth, we can conquer it. But to stop short of an attempt, 
to sit supinely by, paralyzed by the cruel paradox of want 
in the midst of plenty, would be to stamp us as a nation 
mentally defeated and spiritually impoverished. 

The first step will have been taken when a substantial 
majority of the people acquire an unshakable faith in the 
possibility of an economy of abundance. The next step will 
have been taken when there is a clear recognition of some 
of the more obvious obstacles in the path, and when there is 
agreement on how to dispose of them. 

Let me make it plain that I am not talking about the 
millennium, but merely about an economic and political situ- 
ation in which there is a consistent effort to live up to the 
technological possibilities of the age. 

In the path of any substantial program to improve our 
economic situation and develop a national unity of purpose, 
we shall find such obstacles as these: the fact of economic 
oligarchy in a political democracy; the fact of continual 
warfare among individuals and groups for larger slices of 
the national income, and for bigger helpings of governmental 
power; the fact of economic unbalance between major pro- 
ducing groups; and, finally, the possibility that the Federal 
Government may be powerless, under prevailing interpreta- 
tions of the Constitution, to deal with economic oligarchy, 
with conflicts between groups, or with economic unbalance. 


It has been said that the famous controversy between 
Jefferson and Hamilton ended in a victory—and a defeat— 
for each. Jefferson won in politics, but Hamilton won in 
economics. The modern danger is that Hamilton’s eco- 
nomic victory, which laid the groundwork for an economic 
oligarchy, may be secure from attack by any conventional 
political victory. 

It seems to me we have reached a high degree of eco- 
nomic oligarchy in the United States when the 36,000 fami- 
lies with the greatest income received as much as the 11,- 
000,000 families with the least income. This was in 1929. 
The disparity is not lessened any by the figures on indi- 
vidual bank deposits. In November 1934 the Federal De- 
posit Insurance Corporation reported that the 800,000 ac- 
counts over $5,000 each averaged $25,000, while the remain- 
ing 50,000,000 accounts averaged $325 each. 


I question whether the 36,000 families at the top of 
the economic pyramid averaged 300 times as meritorious, or 
hard-working, or capable, or intelligent as the average family 
among the 11,000,000 at the bottom. Judging from what 
I know about differences between individuals of the same 
species in nature, I would question whether they are, on the 
average, more than 10 times as capable and intelligent. It 
would seem that the economic rules of the game have been 
loaded to produce differences far greater than would be ex- 
pected in a reasonable society. 

The mere fact that one man has a million dollars, while 
another has only 10, however, is less significant than the 
power the first man has over the second. It is the existence 
of this power which makes all this talk of rugged individ- 
ualism and freedom on the part of our wealthiest citizens 
a ghastly jest. Where is the freedom for the man who 
knows only one skill, only one occupation, and who must 
accept a pittance for his labor or else go on relief? How 
much freedom of choice has he? What happens to his free- 
dom of choice when his industry shuts down, when depres- 
sion comes along? 

In the days of individual self-sufficiency and individual 
enterprise, it was accurate to talk of freedom of choice. 
In a day when 200 non-financial corporations control more 
than half of all industrial assets—200 corporations out of 
more than 300,000—the average individual has much less 
than a 50-50 chance for individual enterprise. The influence 
of large-scale corporations extends far beyond their share of 
assets, extends into the price and production policies of our 
whole economy. The result is economic oligarchy, and the 
menace to political democracy is obvious. 

Ironically, this has happened with the aid of govern- 
ment. The corporate device is granted to a group by gov- 
ernment, but the Founding Fathers would be astonished and 
dismayed to see how this legal device has been stretched to 
permit the rise of huge institutions which are both a method 
of property tenure and a means of organizing economic life. 
Besides the right to incorporate, tariff and banking privi- 
leges were early won from government by business, and I 
see no disposition to relinquish any of them. 

When one economic group profits from the use of gov- 
ernmental powers, the remaining groups may have to fight 
for comparable powers in self-defense. Until 1933 neither 
labor nor agriculture, however, was very successful in gain- 
ing the ear of government. What they were unable to ob- 
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tain by governmental aid, they tried to obtain by the advan- 
tages of voluntary organization. Even in this field they were 
hampered by the governmental powers already possessed by 
business, and by the dominance of business influence in 
government. 

The legislation of 1933 attempted to equalize the gov- 
ernmental powers possessed by each group. Many of us be- 
lieved that it would be possible for all these groups to so 
use their governmental powers that profit would be the re- 
ward for abundant balance production, rather than the re- 
ward for clever bargaining and the economics of scarcity. 
Our hopes have been fulfilled only in part, and for reasons 
with which you are familiar. 

The conferring of governmental powers on any group 
necessarily calls for a deep sense of obligation on the part of 
the group toward the government and the people. If labor 
is given governmental powers, labor leaders must realize that 
there is a point beyond which iabor cannot go in raising 
wages and reducing hours. If agriculture is given such 
powers, farm leaders must see that there is a point beyond 
which farmers cannot go in reducing acreage and raising 
prices. And business leaders, in possession of governmental 
powers, must come to see that the people will not stand for 
curtailment of production to half factory capacity in order 
to sustain abnormal profits, when by running the factories 
to full capacity the business will give modest profits. I 
have long felt that the best brains of all groups must unite 
in overcoming legitimate physical handicaps, not in figuring 
out ways in which a specific group may benefit at the ex- 
pense of the others. 

The conferring of governmental powers to producing 
groups leaves the interests of consumers unprotected, unless 
specific protection is written into the legislation. The cor- 
porate power, and the tariff power, provide no such protec- 
tion. Consumers have always been without adequate pro- 
tection against the abuse of these powers. So far as agri- 
culture is concerned, I am glad to be able to say that the 
Agricultural Adjustment Act includes a clause specifying 
that no larger percentage of the consumer’s dollar may be 
taken for farm products than was the rule during the pre- 
war period. 

My contact with farmers leads me to believe that they 
will go as far or further than either labor or industry in 
using the centralizing power of government in such a way 
as to preserve the interest of the consumer. Under the 
terms of the Adjustment Act these special powers of govern- 
ment are to be used when the farmer is getting less than his 
fair share of the national income as measured by pre-war 
standards. These powers are not to be used beyond the 
point at which that fair share is obtained. 

The processing tax is the farmers’ tariff, but a tariff 
to be used only within the limitations of justice to the con- 
sumer. It is unfortunate that our conventional tariff has 
no ceiling written into it like that incorporated in the pro- 
cessing tax. Possibly consumers may wish to concentrate 
their attention in the future on writing such a ceiling into 
our tariff schedules. 

I have said that the processing tax is the farmers’ 
tariff. It is more definitely and literally the farmers’ tariff- 
equivalent, because it enables farmers producing such export- 
able products as cotton, tobacco, wheat and lard, the market 


for which has to a considerable extent been destroyed by the 
tariff, to adjust themselves to the post-war creditor position 
of the United States with a minimum of hardship both to 
themselves and to the nation. 


It is possible that if our tariff and foreign trade policy 
during the 20’s had been consistent with our new creditor 
position, the device of the processing tax would not have 
been necessary. Our political and business leaders, however, 
chose to raise tariffs rather than to lower them and thereby 
to prevent the importation of goods by means of which 
foreign nations could pay their debts to us. It is true there 
have been tariffs in effect on many of our products which we 
normally produce for export, but a tariff on an export crop 
is almost always a paper tariff. Thus, in a normal year the 
tariff on corn might as well be a million dollars a bushel 
for all the effect it could have on domestic price. The pro- 
cessing tax, on the contrary, is comparable with the usual 
industrial tariff in that it actually does procure benefits for 
the producer. 


Export agriculture has been the last to get into the 
tariff game. I believe it will enthusiastically get out of it 
the moment industry and labor give some indication that 
they are ready to reduce tariffs on industrial products when 
the prices of those products are maintained by tariffs above 
the pre-war relationships. 


Agriculture will go more than half way in meeting in- 
dustry and labor in any effort of this sort to the end that 
consumers may be protected and that a continuing fair bal- 
ance between the product and prices of agriculture, labor 
and industry may be maintained. Without such a fair bal- 
ance under present conditions of production, transportation, 
and communication, the national unity can not indefinitely 
endure. 

There is a bitter humor in the howl of indignation 
against the processing tax in certain quarters. The process- 
ing taxes have been in effect two years. American industry 
has been collecting its tariff protection from consumers ever 
since the first tariff was passed on July 4, 1789. How many 
billions of dollars that has meant to industry is beyond com- 
putation. 

If farmers were to use governmental powers to induce 
scarcity, to take food and fiber away from the American 
consumer, those powers should be denied them. But they 
have not so used governmental powers. The unassailable 
fact is that agriculture never has subscribed to a policy of 
food scarcity. I believe it never will. 

It may help city consumers to grasp what I mean if 
they will realize that somewhere out in the nation’s wheat 
field there is a third of an acre of wheat, on the basis of 
average yields, which is being raised for each city dweller. 
There is approximately three-quarters of an acre of corn 
which goes to each average consumer largely in the form of 
pork and beef, and down in the cotton field there is a patch 
of perhaps one seventh of an acre which produces the cotton 
fiber used by each individual in the country. 

The adjustment program has not touched and will not 
touch that third of an acre out in the wheat field, that three- 
quarters of an acre in the Corn Belt, nor that seventh of an 
acre of cotton down South. These are raised for American 
consumers just as they always have been. 

The 40 million acres which were taken out of produc- 
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tion last year represented the portion of the nation’s farm 
production which formerly went to Europe and for which 
there are now no buyers. 


So far are we from a policy of scarcity that despite 
the worst drought in our history, we had on July 1 this year 
a larger wheat carryover than we had in any of the so-called 
prosperous years between 1919 and 1928, and there will be 
a cotton carryover nearly twice the normal. So far are we 
from a policy of scarcity that there is more meat available for 
consumers today than would have been possible had there 
been no AAA. To the uninformed this may seem an ex- 
treme statement. Let me remind them than when the Gov- 
ernment bought and processed nearly 10 million head of 
cattle and sheep last summer, it prevented them from be- 
coming a total loss through starvation in the drought areas. 
This action made available nearly a billion pounds of meat 
which otherwise would have been wasted. When the AAA 
processed those famous six million little pigs in the fall of 
1933, thereby saving a distressed hog market from a com- 
plete breakdown, and providing food for relief purposes, it 
also gave the remaining livestock on farms that much more 
feed and forage to live on in the desperate drought-stricken 
days of 1934. These cattle and pig programs, plus the en- 
couragement given by the Department of Agriculture to 
increasing the acreage of feed and forage crops in 1933 and 
1934, definitely minimized the damage which the drought 
of 1934 might have done to both farmers and consumers. 

The facts of the farm situation early this spring called 
for expansion rather than reduction of acreage. It was not 
because foreign purchasing power for our farm products had 
recovered to any considerable degree; it was simply because 
in 1934 we suffered the most severe drought in our history. 
Accordingly, we are determined to bring about an expansion 
in basic food production above 1934, in order to protect 
American consumers from any possibility of shortage. 

Present indications are that there will be harvested in 
the United States this year 40 million acres more of crops 
than were harvested last year. 

In short, our agricultural policy is an adjustment policy 
providing for increases when such increases make for the 
welfare of the consumer, and for decreases when such de- 
creases make for the welfare of the farmer. The policy 
was one of reduction in 1933 because the facts demanded 
it; the policy is one of expansion today because the facts 
demand it. 

At this point a question arises: Can any great group, 
such as agriculture or labor, legally use governmental powers 
to correct economic unbalance, or can the whole people, 
through government, legally defend themselves against either 
economic oligarchy or the chaos that results from the con- 
tinual battling of conflicting groups? In other words, is 
economic self-government in these United States constitu- 
tional? Is it going to be possible for the great key economic 
decisions to be made by all who will be affected by such 
decisions, or must those decisions be left in the hands of the 
few at the top? 

Such questions must be raised today because when 
farmers and laboring men ask for a delegation of federal 
power equivalent to the tariff or the corporate form of or- 
ganization, they are in danger of being met by some such 
statement as this: “It is not the province of the Court to 


consider economic advantages or disadvantages of such a 
centralized system. It is sufficient that the Federal Consti- 
tution does not provide for it.” 

There will be many to disagree with that view. There 
will be even more who will agree that many of our economic 
problems today are national, and that national problems can 
only be attacked and solved nationally. The depression did 
not afflict only Seattle, Chicago, and New York. It did 
not descend upon Iowa and leave Pennsylvania untouched. 
Why pretend that it did? 

About 20 years ago a distinguished statesman, Elihu 
Root, wrote that “the new conditions incident to the ex- 
traordinary industrial development of the last half-century 
are continuously and progressively demanding the readjust- 
ment of the relations between great bodies of men and the 
establishment of new legal rights and obligations not con- 
templated when existing laws were passed or existing limi- 
tations upon the powers of government were prescribed in 
our Constitution.” 

In other words, Mr. Root accepted the industrial revo- 
lution as fact, saw that it could not be repealed or waved 
away, and conceived it the duty of society to adjust legal 
rights and obligations, and the powers of government, to the 
fact, rather than attempt to fit the fact to existing statutes. 

Our outstanding American statesmen have invariably 
been realists. The men who wrote the Constitution were 
authorized only to revise the Articles of Confederation, but 
the emergency was so great, the need of union so acute, 
that they exceeded their authority and wrote a new constitu- 
tion. Jefferson moved in this spirit when he negotiated the 
Louisiana Purchase, Lincoln when he declared the neces- 
sity for reversing the Dred Scott decision, and later when 
he issued the Emancipation Proclamation. In his debates 
with Douglas, Lincoln made his intention perfectly plain. 
“Somebody has to reverse that decision,” he declared, “since 
it was made; and we mean to reverse it, and we mean to do 
it peaceably.” 

A spiritual descendant of Lincoln, Theodore Roosevelt, 
made himself perfectly plain when in 1912 he protested 
“against any theory that would make of the Constitution 
a means of thwarting instead of securing the absolute right 
of the people to rule themselves and to provide for their own 


social and industrial well being. All Constitutions . .. are 
designed and must be interpreted and administered so as 
to fit human rights. . . . There once was a time in history 


when the limitation of governmental power meant increasing 
liberty for the people. In the present day the limitation of 
governmental power, of governmental action, means the en- 
slavement of the people by the great corporations who can 
only be held in check through the extension of governmental 
power.” 

Most of us have always assumed that the prime pur- 
pose of the Constitution was to “form a more perfect 
Union,” and to maintain in such a Union the rights of man 
and the democratic processes. Have we been wrong all this 
time? Was the freedom for which our forefathers battled 
merely the freedom for large-scale business and finance to 
do as they pleased? I am reluctant to agree with the cynic 
who recently defined government aid as “Public money 
poured into private enterprises,” and government interfer- 
ence as “The idea that it ought to be paid back.” 
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When our modern Liberty Leaguers quote Jefferson on 
freedom, I wish they would also quote his opinion that while 
equal distribution of property is impossible, legislation cannot 
provide too many devices for subdividing property. ‘They 
might then follow that with his remarks on the recessity for 
adapting our human institutions to whatever great changes 
the times produce. 

“Each generation,” Jefferson went on, “is as indepen- 
dent of the one preceding, as that was of all which had gone 
before. It has then, like them, a right to choose for itself 
the form of government it believes most promotive of its 
own happiness, and it is for the peace and good of mankind, 
that a solemn opportunity of doing this should be provided 
by the Constitution; so that it may be handed on, with 
periodical repairs, from generation to generation, to the end 
of time, if anything human can so long endure.” 

Now that the nation is approaching maturity, we face 
the necessity of discovering that principle of unity which 


provides most fully and justly the basis for an enduring 
relationship of the several regions and groups to the federal 
union. It must be a unity which will allow abundant room 
for diversity within it, and which will permit simultaneous 
centralization and decentralization—centralization of certain 
powers to permit a national approach to national problems, 
decentralization of certain administrative functions to permit 
a rebirth of democracy in every township in the land. 

No one knows today with any certainty just which, if 
any, amendments to the Constitution may be necessary in 
order to put such a principle of proper union into action. 
We do know that it has not been politically feasible 
to use the federal unity of the United States since the World 
War in any manner that would permit a fundamentally 
sound approach to our long-run economic and political prob- 
lems. Gradually the issue is being drawn. I hope it will 
be debated at length in every convention, in every school- 
house, of the land. 


Declaration of Purpose 


By BENITO MUSSOLINI, Premier of Italy 


Spoken before the troops (January 3 Division of Volunteers) from a gun carriage at Salerno, July 6, 1935 


(The following three features give a view of the Italo- 
Ethiopian situation as presented by the chief participants them- 
selves. The secrecy with which Mussolini's visit to the troops 
was surrounded has prevented the obtaining of the original 
text. We print here the most complete text yet published in 
English in this country, translated by the editors. The com- 
plete text of Emperor Sellassie’s speech, published in French, 
is available only in Ethiopia. We expect to obtain a copy and 
publish if suitable. In spite of the brevity of these contribu- 
tions, some insight can. be gained into the workings of the 
minds of the leaders under different circumstances, the issues 
at stake, and the background of the dispute. For a chrono- 
logical view of the development of Mussolini's attitude, see his 
“The Foreign Policy of Italy,” published in Vol. I, No. 18 of 
the fortnightly edition, or our newstand monthly pocket edition 
for August.) 

OLDIERS! 

We are decided to embark upon a war in which 

the will of the Government and the will of the 

people is united. We shall not turn back! Our decision 
is irrevocable. 


This day Italy is adding another glorious page to her 
history. 

Remember that the Italians have always been victorious 
over the black races. 

Adowa [Italo-Ethiopian battle in March 1896—Ed.] 
was an exception only because of the tremendous dispropor- 
tion between the forces in the field. There were only four 
thousand Italians against a hundred thousand Ethiopians. 
That day was doubly unfortunate because at the time the 
Government of Italy was more preoccupied with miserable 
parliamentary matters than with the courage of our soldiers. 

Today all Italy stands behind her sons who are leaving 
for Africa. Is there an Italian who does not prefer the 
life of heroism to one of uselessness? 

In view of these things, the whole world cannot fail 
to recognize the value and significance of the Fascist spirit! 


Ethiopian Independence 


By HAILE SELLASSIE, Emperor of Ethiopia 
Delivered before the Abyssinian Parliament, July 18, 1935 


OR forty years Italy has cherished a desire to conquer 
Ethiopia, and since last August her preparations have 
been intensified. 

We refused to comply with humiliating demands but 
announced our willingness to arbitrate and bow to the deci- 
sion of any impartial tribunal. We were resolved to defend 
our honor but we have always believed that a government 


ennobles, not debases itself, when it voluntarily submits a 
quarrel to the judgment, perhaps the condemnation, of a 
qualified impartial international body. 

Italy, however, continued warlike preparations. She 
imposed practical sabatoge through the continual dispatch of 
troops and munitions to Eritrea and Italian Somaliland, now 
grandiloquently called Italian East Africa. Mussolini 
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encouraged his soldiers to believe they were about to write a 
glorious page in the annals of history. 


Italy is provided with all the modern methods of war- 
fare. Ethiopia is a poor country, but we shall show the 
world how a united people can fight to preserve its inde- 
pendence. 

God will be our fortress and shield, and the modern 
armaments of aggressors can not deter our duty, which is 
sacred, for Ethiopian independence. 


Our ancestors preserved their independence by sacri- 
ficing their lives. Follow their example. 


SOLDIERS: When on the battlefield you learn the 
death of your beloved and respected chief, who has fallen in 
the defense of liberty, do not weep and do not despair, but 
think of those who died for the fatherland as happy mortals. 


Traders, peasants, young and old men and women: 
Unite and co-operate for the defense of your country! 


As in the past, women will heroically participate in 
the defense of the country, encouraging the soldiers and treat- 
ing the wounded. 


Regardless of faith, all will face the invader in com- 
mon unity, thwarting the efforts of Italy to create discord 
between Christians and Mahometans. 


Your sovereign, now speaking will be among you un- 
hesitatingly to spill all his blood for independence! 


If our repeated efforts for good wil! fail our conscience 
is clear and the Ethiopian people, united, can confidently 
stretch their hands to God, who will defend the just cause 
of our country, upholding the heroic courage of our soldiers 
in a battle for independence. 


Italo-Ethiopian Relations 


By BENITO MUSSOLINI 
Before the Italian Senate, May 14, 1935 


a clearly documented exposition by the Under- 

Secretary for the Colonies, who has given you in 
exact terms the picture of our colonial situation as regards 
Lybia. 

I have nothing to add to it. Instead, I believe it 
opportune to add a declaration concerning East Africa. 

The problem of Italo-Ethiopian relations is the order 
of the day, and not only in Italy. Much of what is said 
and written is not worth the trouble of being corrected, 
even less being confuted in this hall. But one rumor abroad 
in some foreign circles is to be denied formally immediately 
—a rumor, that is, of Franco-English diplomatic steps in 
Rome. 

The very word “step” is extremely distasteful, and 
although some persons beyond our frontiers would have de- 
sired it, the truth is that no step has been taken up to now. 
And owing to the Italo-Franco-British relations it is most 
probable that there will not be any, even in the future, 
because there is no need for diplomatic proceedings in’ the 
nature of a step in order to obtain from us (whenever one 
desires it and along simple lines of cordial reciprocal rela- 
tions) an exposition of our point of view amply documented. 

In the meantime, a word of heartfelt thanks is to be 
addressed to those who seem to preoccupy themselves in 
more than a fraternal manner about military efficiency. This 
efficiency, according to them, could be weakened by an even- 
tual conflict in East Africa. 

One might reply to these zealous disinterested coun- 
selors who consider our presence in Europe indispensable, 
that we also are of the same opinion. But it is precisely 
because we wish to be tranquilly secure in Europe that we 
intend to be well guarded in Africa. 

East Africa is a distance of about 4,000 kilometers 
[2,484 miles] from Rome if one thinks of Eritrea, and 
almost double that if one thinks of Somaliland. Because of 


Secor: Senators, you have heard just now 


these distances the precise categorical duty of the government 
is to be foresighted and decisive. 

On the other hand it is worthwhile to point out that 
up to this time the number of workmen sent out surpasses 
the number of soldiers. But I wish to add immediately 
in the most explicit and solemn manner that we will send 
out all the soldiers we believe necessary. And no one can 
take upon himself the intolerable presumption to dictate to 
us concerning the character and volume of our precaution- 
ary measures. [Enthusiastic and prolonged applause.] 

No one can judge this most delicate matter except 
Italy who has in her history a dramatic, sanguinary and not 
forgotten experience in this regard. I prefer to be removed 
tomorrow for doing too much rather than for doing too little 
when it is a question of the safety of our colonies and the 
life of even a single one of our native or metropolitan 
soldiers. 

With regard to the diplomatic development of the con- 
troversy it is known that we have not refused to confer 
with representatives of the Ethiopian Government. We 
have already for some time communicated with Addis 
Ababa, that we were disposed on our side to name two repre- 
sentatives for Italy on the conciliation committee. 

But it is our duty not to harbor any dangerous illu- 
sions, in view of the noteworthy Ethiopian armaments and 
the advanced preparations for Ethiopian mobilization, and 
above all else the state of mind dominating Addis Ababa, 
especially among the minor chieftains who are hostile to 
any accord whatsoever with Italy. 

As to Europe, and the regrettable imminent eventuali- 
ties that might come about, I desire to reconfirm to the 
Senate that we will maintain under arms for all the time 
necessary the three classes of 1911, 1913 and 1914. More- 
over, another class, that of 1912, is in reserve and ready. 

I believe a total of 800,000 to 900,000 soldiers is suf- 


ficient to guarantee our security. They are men perfectly 
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trained, with morale that it is no exaggeration to say is 
superb. 

They are equipped with the most modern weapons 
made in our war industries, which—I am revealing no 
secret—have been working full time for some months. 

Relying on this gathering of forces on land, sea and 
in the sky, we will continue to practice a policy that will 
be full of decisive and concrete cooperation with all Euro- 


pean powers, large or small, far or near, with the purpose 
of realizing those equilibriums and understandings without 
which the world and our Continent would go to ruins. 

Our military machine, to which we are dedicating and 
will continue to dedicate our most vigilant attention, 
threatens no one, but assures peace. 

Honorable Senators, I believe these, my declarations, 
interpret your thoughts. 





JUDGMENT 


“Should students be allowed to graduate from Illinois 
colleges in ignorance of what Communism is? If they did 
they might vote that ticket by mistake.” 


Robert M. Hutchins, President of the University of 
Chicago, broadcasting over NBC under the auspices of the 
National Congress of Parents and Teachers, April 18, 1935, 
in a speech titled, “What Is A University?” 


AFFIRMED 


“If ignorance is indeed bliss then there is danger that 
if the graduates of our colleges are to be kept in the dark as 
to what Communism is, they might vote that ticket by 
mistake.” 


Harold L. Ickes, Secretary of the Interior, speaking at 
the commencement exercises of the University of Alabama, 
May 27, 1935, in an address titled “Academic Freedom.” 





Final sentence of speech of Robert M. Hutchins on 
above occasion: 


“If they [the universities] will not [endure], then as a 
great political scientist has put it, we can blow out the light 
and fight it out in the dark; for when the voice of reason is 
silenced, the rattle of machine guns begins.” 


Final sentence of speech “The Critical Function in 
Democracy” by Glenn Frank, President of the University of 
Wisconsin, at dinner of American Newspaper Publishers 
Association, April 25, 1935: 


“It remains only for the democracies of the West to 
say that they cannot tolerate the critical function to make 
it unanimous, and then, as Charles E. Merriam has said, 
we can blow out the light and fight it out in the dark, for 
when the voice of reason is silenced the rattle of machine 
guns begins.” 





Subscription Form 





Please enter subscriptions for the following: 


Name 





Name 





Name 








City News Publishing Company (Incorporated 1911) 
33 West 42nd Street, New York, N. Y. 


$3.00 A YEAR. MAILED ANYWHERE. 


Address 





Address 





Address 














